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Direction of Administrative Reform Assessed 


94CMO0156A Shanghai SHEHUI KEXUE [SOCIAL 
SCIENCES] in Chinese No 1, 15 Jan 94 pp 18-21 


[Article by Ren Xiao (0117 2556) of the Department of 
International Political Affairs at Fudan University, 
edited by Xi Ling (6007 1545): “China’s Administrative 
Reform: Targets and Trends”) 


[Text] The last decade of the 20th Century is being 
characterized by a great change and reorganization in the 
world order. The world has entered the post-Cold War 
period, an age of new great changes, also bringing inter- 
national competition to a new stage. In this age of 
transition to a new century, the international test of 
overall national might based on S&T is growing increas- 
ingly sharper, with all countries engaged in this compe- 
tition going all out to keep from being left behind. As this 
race is essentially an economic one, economics is increas- 
ingly becoming the fundamental factor in international 
competition. This is precisely why the economic rela- 
tions among countries is acquiring an ever more promi- 
nent status in international relations, with a country’s 
foreign affairs evolving increasingly into economic 
diplomacy. Matters such as social stability, national 
might, foreign relations, international standing, national 
self-esteem, and cultural endurance are all closely tied to 
economic development. In this age of internationaliza- 
tion and growing economic importance that is so full of 
challenges and opportunities, we need even more so to 
evaluate China’s development in the context of the 
overall order of world development, as well as evaluating 
China’s administrative reform in the context of the 
overall order of China’s social development, which is the 
only way to see clearly certain matters of fundamental 
importance. 


In our over a decade of reform and opening since the late 
1970s, Chinese society has undergone enormous 
changes. Whether in economics, politics, and culture or 
in systems, mechanisms, and concepts, we have experi- 
enced a process of profound change. Chinese society is 
now in a period of full-scale conversion. This social 
transformation can be seen in the following: 


1. The conversion from a planned to a market economy. We 
are converting the decisionmaking on our disposition of 
resources from planning to markets. In a planned 
economy, as production factors such as capital, tech- 
nology, and labor are p!anned and set by governments at 
all levels based on subordinate relations, forcing and 
making it possible only for enterprises to carry out their 
production activities in accordance with the orders of 
the government departments responsible for them, a 
planned economy is actually a command economy. But 
in a market economy, as factors such as capital, tech- 
nology, and labor are organized in an optimum fashion 
by markets, with enterprises carrying out production 
activities according to market signals, there is a more 
efficient disposition of resources. This is a great conver- 
sion of our economic system and its operating forces. 
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2. The transformation from an agricultural to an indus- 
trial society. This transformation is symbolized by the 
steady drop in the percentage of our GNP made up by 
agriculture, accompanied by a rapid upswing in the 
percentage accounted for by industrial output value, 
with the sudden coming to the fore as a new force of 
township enterprises sharply accelerating this transfor- 
mation. As our agricultural productivity grows, our rural 
areas are experiencing a large amount of surplus labor. 
As urbanization accelerates, our rural and urban popu- 
lations are in a state of one declining while the other 


grows. 


3. The conversion from a closed to an open society. China's 
closed society used to be reflected in two areas. 1. We 
were closed to the outside world, unilaterally empha- 
sizing independence and self-sufficiency free from inter- 
national competition, resulting in a steadily widening 
gap with advanced international levels. 2. We were 
closed internally, with industries, systems, and regions 
closed off from each other, responsible only to superiors 
in various subordinate relationships, and taking orders 
from superiors instead of conducting lateral economic 
intercourse, which violated the laws of general socialized 
production, and created a huge waste of resources. But 
through over a decade of reform, Chinese society today 
is in a state of openness in all directions, both internally 
and to the outside world. 


4. The transformation from an ethical to a legal society. \n 
an ethical society, social behavior is largely standardized 
by family bloodlines and marriage and family relations; 
but in a legal society, social behavior is more equally 
standardized by mostly laws. So the transformation from 
the former to the latter is one from favoritism through 
dealing with different people in different ways to univer- 
salism through equal treatment without discrimination, 
and from a society dominated by status to one domi- 
nated by contract. 


In such a process of profound social transformation, the 
new and old systems, orders, standards, and forces will 
coexist and overlap for quite a sustained period of time, 
producing various frictions, conflicts, and clashes that 
may grow particularly sharp for a time. This puts high 
demands on the government's role, administration, and 
management. From a macroperspective, the conflicts 
and clashes of the conversion period can be seen mainly 
in four areas. 


1. The conflict between higher living standards and 
increased accumulation and investment. Any country that 
wants to develop its economy needs large-scale invest- 
ment, meaning large amounts of funding. While some 
funding can be acquired from abroad, most capital 
formation must occur domestically, causing a conflict 
between steadily growing consumer aspirations and 
increased fund accumulation and investment. In a con- 
sumption-driven climatic, the large amount of social 
resources urgently needed for economic development 
can slip away. In addition, in an initial period of eco- 
nomic growth, income-distribution inequality can 
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increase, being further sharpened by a developed coun- 
try’s “demonstration effect,” confronting the govern- 
ment with new pressures. 


2. The contradiction between political participation and 
change, and stability. Basic political stability is a condi- 
tion needed for economic growth. Policy formulation 
and enforcement can be effective only in a relatively 
stable political environment. In the course of a social 
transformation, public participation is bound to grow, 
even to the point of a so-called “participation explo- 
sion.” So how to maintain basic political stability along 
with sustained change, and to preserve the necessary 
political order while public political participation is 
growing, are key matters that governments must resolve 
during periods of social transformation. 


3. The conflict between econontic system-conversion and 
balanced control. Economic system-conversion and the 
transformation of economic operating forces are the 
economic features of a period of social transformation. 
But a good start for economic activities also requires a 
good economic climate and order, meaning certain reg- 
ulation and control mechanisms. M. J. Levy notes that 
after the modernization process begins, regardless 
whether development is as smooth or effective as imag- 
ined, it still requires a completely different type of more 
concentrated management, control, and coordination, 
which is needed for the modernization process per se. So 
while proceeding steadily with system conversion, it is 
necessary to establish a certain balanced control, to give 
the government diversified means of regulating and 
controlling economic activities. Otherwise, economic 
activities might no longer have rules and order, to land in 
a state of chaos and disorder. 


4. The contradiction between cultural traditions and 
replacements. During periods of social transformation, 
the clash of outside cultures and values is often like 
surging waves, causing a contradiction between cultural 
traditions and replacements. Any society’s development 
proceeds on its own unique historical and cultural terms, 
so that in the course of social transformation, while a 
society must change and renew, it absolutely must not 
wholly abandon its own cultural traditions. In fact, no 
society can first create a vacuum and then proceed to 
develop. So how to balance tradition with change is also 
a crucial matter. 


And in real life, the conflicts brought by social transfor- 
mation mig! t be far greater than even these, with their 
manifestations also possibly being far more complex. 
Such intricate contradictions put enormous pressure on 
government, with how to effectively cope and deal with 
them being a formidable government mission. 


Studies in modernization theory show that moderniza- 
tion in backward countries has two general features. |. 
Political change often becomes the forerunner of eco- 
nomic and social change, with marked political change 
bringing striking economic and social change. 2. When 
modernization begins, as the outside world already has a 
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far more developed society, modernization in backward 
countries becomes a sort of “‘catch-up” modernization. 
Japanese sociologist Fuyong Jianyi [1381 3057 0256 
0001] has pointed out that social development in back- 
ward countries has the following five features: 1. Social 
development proceeds step by step based on particular 
development stages, with it being impossible to leap over 
intermediate stages; 2. In order for modernization and 
industrialization to take social roots in backward coun- 
tries, government-led and conscientious modernization 
and industrialization policies “from top to bottom” are 
indispensable; 3. It is necessary to overcome clashes 
among domestic groups holding varying views on mod- 
ernization; 4. In order to internalize as one’s country’s 
own things elements of industrial civilization, mostly 
S&T, that are received through cultural transmission, it 
is necessary for someone to undertake this internaliza- 
tion; 5. It is necessary to shake off the yoke of adverse 
international economic relations. Obviously, these five 
features are all very important to the course of modern- 
ization in backward countries. 


Historically, governments have played varying roles in 
different countries. In Britain, the first country to 
achieve modernization, the role played by government 
in economic development was moi > secondary. The only 
matters that Adam Smith’s Wealth of Nations required 
government to handle were maintaining law and order 
and coping with foreign invasions. Decisionmaking on 
resource utilization and income distribution was left to 
markets, with government acting only as referee. But as 
time passed, government influence on economic devel- 
opment gradually expanded to the point where, without 
active government support, there was no successful eco- 
nomic development. In the second group of countries to 
develop, on the western part of the European continent 
(such as France and Germany), the system of govern- 
ment played a more important role in economic and 
social modernization. And in the countries that later 
modernized successfully (such as the Soviet Union and 
Japan), the political impact was often dominant. In other 
words, from the perspective of the course of worldwide 
economic development from modern times to contem- 
porary to current, the economic development process 
has undergone a basic change from being market- 
determined to a state in which the role played by 
government is growing steadily. Meanwhile, in backward 
countries, the various issues necessary to be resolved for 
modernization, such as eliminating poverty, converting 
systems, expanding participation, raising literacy rates, 
preventing excessive income-distribution inequality, 
and accumulating the necessary economic development 
capital as quickly as possible, have steadily appeared one 
after another in a very short period of time. This means 
that the governments of backward countries must play a 
dynamic positive role in economic and sociai develop- 
ment, acting as powerful organizers and drivers of eco- 
nomic development. 


In the course of a country’s economic growth, once the 
economy begins to get into a good cycle, there is often a 
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stage of rapid growth. This stage is usually also one of 
powerful government dominance, such as from 1955 to 
1973 in Japan, fom 1961 to 1979 in South Korea, and 
throughout the 1960s in Taiwan, all of which stages were 
ones of rapid economic growth with obvious government 
direction, guidance, and drive. As to China, this stage 
has begun, and can be predicted to continue through the 
end of this century and the beginning of the next. During 
rapid growth, the government has many ways and means 
of driving rapid economic growth, such as taking many 
protectionist steps for the country’s young industries 
(protectionist policy), giving priority to propping up key 
strategic industries that the country needs urgently 
(industrial policy), controlling the labor movement 
(labor policy), and gradually increasing the international 
competitiveness of manufactured goods, while actively 
cultivating a modern market system. Taking industrial 
policy for instance, the crux of industrial policy is to 
concentrate the use of the country’s limited resources in 
industries most advantageous to national development, 
by strengthening the country’s industrial structure, in 
order to raise its international market competitiveness. 
Industrial policy and its expressed structural adjustment 
are strong leaders, not waiting for spontaneous market 
adjustment, but rather taking the initiative to powerfully 
guide structural adjustment and upgrading. And this 
leading role carries a certain flavor of opposition to 
markets. This is because the structural orientation of 
industrial policy does not adhere rigidly to the market 
dogma of “comparative advantage,” often requiring 
rather that comparatively inferior industries be propped 
up to become ones with comparative advantage, thus 
steadily achieving industrial structural adjustment and 
industrial upgrading, to catch up to and even surpass 
advanced international standards. 


In order for government to successfully play a dominant 
role in periods of rapid growth, it needs certain qualifi- 
cations, the crux of which is an efficient system of 
government administration. This can be seen mainly in 
the two areas: the need for government to have enough 
capability to formulate and implement policy and the 
need for government policymaking to be scientific and 
optimized. 


A. Government must have an adequate and strong enough 

capability for it to be able to play a positive and dynamic 

role in economic and social t, aS @ government 

without such capability would be bound to be incapable of 
accomplishing anything. Government capabilities 

include: 


1. The ability to maintain order. Any reform and devel- 
opment can proceed smoothly only if there is a climate of 
basic stability. So it can be said that a certain amount of 
order and stability is a prerequisite for development. 
Creating this prerequisite for national development is an 
essential governrment responsibility. 


2. The capacity to mobilize the public. Catch-up and 
concentrated development often requires government to 
have great mobilization capacity and appeal, so that it 
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can mobilize all public resources and focus all social 
forces to work collectively toward certain designated 
national targets. 


3. The capability to create new policy. As the domestic 
and external environment for a country’s economic and 
social development is constantly changing, the govern- 
ment needs to create new policies in a timely way, by 
making prompt responses to changes in this environ- 
ment, in order to control the development-initiative 
authority. 


4. The ability to carry out policies. Contemporary polit- 
ical science studies show that a crisis often faced by 
developing countries is an implementation crisis, in that 
they cannot conscientiously carry out policies, so are 
unable to achieve strict enforcement of orders and pro- 
hibitions. In such a state of affairs, government policies 
are ineffective no matter how timely or correct, so that it 
is only with adequate implementation capability that 
government will can be converted into practical action. 


B. Policymaking must be scientific. As governments in 
backward, catch-up economies need to play a dominant 


role, scientific government policymaking is decisive. 
While the duties and responsibilities of the central 
government and local governments at all levels differ, 
optimizing government policymaking is an urgent joint 
responsibility. In government-dominated economic 
development, directed regulation, control, and guidance 
of policy is crucial. While the positive role of correct 
policy goes without saying, the negative impact of wrong 
policy must also not be downplayed. It is only scientific 


and optimized policymaking that produces correct strat- 


egies, timely policies, and effective measures, to ensure 
successful government dominance. 


In light of this, our administrative reform targets are 
clear at a glance. As our system of government adminis- 
tration occupies such an important position in the catch- 
up modernization process, administrative reform tar- 
geted at speeding up and promoting an effective system 
of government administration also becomes a very 
pressing matter. As change is a constant subject of 
administration for all countries throughout the world, 
whether developed or developing, emphasizing and con- 
scientiously conducting administrative-reform studies 
and practice has become a universal global phenomenon. 
In developed countries, as political and economic plu- 
ralism is more extensive, administrative reform gener- 
ally focuses on cutting administrative spending and 
raising administrative efficiency to get more output 
(good policy) from less input (human and material 
resources). But in developing countries, in addition to 
cutting spending and raising efficiency, administrative 
reform is focused even more so on promoting economic 
development. Catch-up modernization means that back- 
ward countries have to complete in a shorter period of 
time the industrialization process that took developed 
countries a longer period of time to accomplish. Today's 
China is in this stage, which will continue into the next 
century. So at the turn of the century, with sharp 





international competition confronting China with a stiff 
challenge, how to meet this challenge successfully is a 
large matter that will determine China’s fate. The most 
crucial things will be upgrading our economy and 
increasing Our economic might. From the 1990s to the 
early 21st century, as long as the domestic and external 
climate does not undergo a significant critical change, 
and our domestic political and social stability is not 
undermined, there is hope that China’s economy will 
maintain a state of sustained rapid growth. Until this 
Stage is over, government dominance will be exception- 
ally intense. The basic mission of China’s administrative 
reform will be to steadily reform and optimize our 
administrative system, by establishing a corps of officials 
who are of high quality, efficient, and good at dealing 
with contingencies flexibly, and while speeding up the 
establishment of a socialist market economy, will be 
capable of strengthening government guidance and 
speeding up economic growth. So our corresponding 
administrative reform strategies should be: 


To raise government efficiency, with the primary option 
being to strengthen government capability; 


To make sustained and rapid economic growth our 
strategic orientation; 


To take a rational disposition of public resources as our 
major means; 


To make system optimization and organizational cre- 
ativity our key ways. 


During this age of sharp international competition, in 
the great international race toward the 21st century, the 
key to keeping China invincible will be economic devel- 
opment. To adapt to the needs of the times and our need 
for economic development, an effective and high-quality 
system of government administration will ensure and 
accelerate our economic and social development, which 
is the crux of administrative reform. Grasping this will 
mean getting a firm hold on China’s administrative 
reform direction. 


Xu Jiatun’s Memoirs on Brainstorming Session 


94CM0133A Hong Kong LIEN HO PAO in Chinese 
7-9 Jul 93 p 2 


[Installments No. 64-66 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”} 


[7 Jul p 2) 


[Text] Brainstorming Session (Part One of Two)— 
Failing To Seek Instructions; Adopting Overly High- 
Profile In Mass Work; Li Hou, Lu Ping, and Zhou Nan 
Take Turns Criticizing Me 


After the Beidahe conference, there were rumors in the 
media in both Beijing and Hong Kong that I was about to 
be transferred, rumors I simply ignored. I understood I 
was working beyond the retirement age and was ready to 
quit anytime. But I had always followed this principle: 
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As long as the CPC Central Committee wanted me to 
stay in my post, I would try my best to do a good job. 


Over two months laier, the Hong Kong and Macao 
Affairs Office notified me a brainstorming session would 
be held for leaders from these four units: the Ministry of 
Foreign Affairs, the Hong Kong and Macao Affairs 
Office, the foreign affairs department cof XINHUA SHE, 
and the working committee of XINHUA SHE Hong 
Kong office. I was asked to send three participants from 
the XINHUA SHE Hong Kong office. They did not give 
me any names, so I decided that Li Zhuwen [2621 6308 
2429] and Zheng Hua [6774 5478] should attend the 
meeting with me. 


Looking at the list of conference participants, I saw that 
the Hong Kong and Macao Affairs Office was repre- 
sented by Li Hou and Lu Ping; the XINHUA SHE 
foreign affairs department, Li Zhongying [2621 6945 
5391}; and the Ministry of Foreign Affairs, Zhou Nan 
[0719 0589] and Ke Zaishuo (2688 0961 7007]. At it 
turned out, Ke Zaishuo went on leave and did not 
attend. (There is no way of telling whether he really had 
other business engagements or was just trying to avoid 
the meeting.) 


The brainstorming session took place at Zhongnanhai 
and was presided over by Ji Pengfei [1213 7720 7378], 
who asked me to address the gathering as the session 
began. I had a feeling the meeting was targeting me, so I 
said, “I don’t know what to say. Why don’t you air your 
views first?” Li Hou was the first to speak. He said that 
I had mishandled Sino-British relations without, how- 
ever, giving any concrete examples. All he did was to go 
over Zhou Enlai’s instructions on diplomatic work, the 
gist of which was that on diplomatic matters, the CPC 
Central Committee has delegated only limited power to 
organizations stationed overseas and that when it comes 
to important things, one must ask for instructions and 
not make decisions without authorization. Li Hou 
argued that XINHUA SHE was also a diplomatic organ 
and must not depart from this principle. He mentioned 
no names, but in reality he was attacking me for violating 
this particular instruction by Zhou Enlai. 


The next to speak was Lu Ping, who talked about mass 
work. He said that after I went to Hong Kong, I assumed 
too high a profile in mass work, in some ways giving 
people the impression that I had created a second power 
center, that I had transplanted to Hong Kong the way of 
doing things back home. 


Zhou Nan devoted the bulk of his speech to criticizing 
me for a point I made in a report on the principles of 
Hong Kong work: “The Hong Kong society is in a state 
of great upheaval, deep division, and extensive transfor- 
mation.” Calling this statement inaccurate, he said that 
the vast majority of Hong Kong people were patriotic 
and there was no such thing as “upheaval,” “division,” 
or “transformation.” He also said that these were Mao 
Zedong’s words and should not be repeated. 
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The morning was devoted to these three people’s 
speeches, which appeared to be a prearranged division of 
labor. I spoke in the afternoon responding to their 
speeches. I also touched upon three topics: my interpre- 
tation of the situation, the Sind-British dispute, and 
united front and mass work. 


“Great upheaval, deep division, and extensive transfor- 
mation,” I explained, represented the reality in Hong 
Kong after China and Britain began negotiations on 
Hong Kong. While there had been some dissatisfaction 
with British rule in the past few decades, by and large 
people were content because of the way the economy had 
developed. In contrast, they harbored doubts about 
China. Logically speaking and out of national senti- 
mental feelings, some people embraced the idea of 
returning Hong Kong to China. Others did not care for it 
but could not bring themselves to say it. Even those who 
supported the return of Hong Kong to China also wor- 
ried that their lives in the future would be affected by 
changes in the social system and felt uneasy. 


Unwilling to turn over Hong Kong, Britain had resorted 
to the old ruse colonialists always used when forced to 
withdraw. The fact of the matter is that it was trying to 
divide Hong Kong, already split over the issue of China 
takeover. British actions only served to deepen the 
division in Hong Kong. Among the more tangible signs 
were these: the strong support for the proposal of Britain 
giving up sovereignty over Hong Kong in return for the 
right to rule it, the rejection of our suggestions, the 
increasing number of people immigrating overseas, and 
the rising outflow of funds. All this pointed to turmoil 
and growing division. 


Bipolarization in Hong Kong was sharpening by the day 
in terms of social stratification, ideology, and along the 
pro-China versus pro-British line. Needless to say, there 
were people who trusted neither side and chose to leave 
Hong Kong instead. Social transformation had reached 
unprecedented proportions and was becoming more and 
more obvious. 


I said, “One may or may not use the word ‘great’ in our 
analysis of the situation. It is not necessarily wrong to use 
the word. Chairman Mao Zedong made mistakes in his 
old age, but that does not mean everything he said is 
unspeakable.” 


Regarding Li Hou’s arguments, I noted that in terms of 
status, Hong Kong is different from other foreign coun- 
tries. It is foreign (because it is a British colony). But 
China does not recognize its legitimacy as a colony and 
want to resume sovereignty over it. “XINHUA SHE 
Hong Kong office is a diplomatic organ, but only up toa 
point. As long as Hong Kong is not returned to China, 
the British remain the prime protagonist. We deal with 
the British every day. If we act like a diplomatic organ 
and ask Beijing for instructions in everything, you will be 
bothered no end and we won't be able to get anything 
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done. On major things, I would ask for instruction. But I 
cannot do so all the time like a full-fledged diplomatic 
organ.” 


“As for the second-power-center claim, is that really the 
case? We need not get into that. In Hong Kong I do my 
level best to avoid giving that kind of impression. But 
with the prospect of China taking back Hong Kong 
looming on the horizon, isn’t there a need for XINHUA 
SHE Hong Kong office to do work in the open? Since the 
CPC Central Committee and State Council sent me to 
work over there, it is my duty to do mass work and 
united front work on their behalf. Certainly, there should 
be differences i:i method, style, and substance from mass 
work and united front work on the mainland. But the 
bottom line is that we must work in the public arena. 
Otherwise, we would be tying our own hands, wouldn't 
we?” (Installment No. 64) 


[8 Jul p 2) 


[Text] Brainstorming Session (Part Two of Two) 


Li Zhuwen and Zheng Hua were asked to speak the next 
day; Li Zhuwen made exactly the same points as Li Hou, 
Lu Ping, and Zhou Nan. Only later did I learn that as 
soon as he arrived in Beijing, Li Zhuwen went to look up 
Wu Xuegian [0702 1331 6197], his old boss from the 
days of the Shanghai underground party, and became 
privy to what the meeting was all about, which was 
enough to make him do a complete about-face by siding 
with the Hong Kong and Macao Affairs Office and 
criticizing me. Zheng Hua made some remarks critical of 
me and offered a number of explanations. 


After we spoke, Li Hou and Lu Ping made some addi- 
tional comments. The former spent most of his speech 
attacking me, calling me arrogant and totally unrespon- 
sive to their opinions. Lu Ping argued that the conflicts 
in Hong Kong were multifaceted, with different conflicts 
taking center stage at various points in time. Therefore, 
he said, we could not consider the Sino-British dispute 
the main conflict in Hong Kong. 


I was asked to speak after they finished. I said I would 
address the gathering the next day since time had run 
out. At that point Ji Pengfei opened his mouth and spoke 
for a dozen minutes, criticizing me for making “‘leftist” 
errors in my work in Hong Kong. 


That was not what I expected. I thought they were going 
to criticize me for being “rightist.” Now I was branded a 
“leftist.” Only then did I realize the errors they cited, 
including such concrete examples as the Kowloon 
Walled City incident and particularly the “copy contro- 
versy,” were all “leftist” errors. (Deng Xiaoping’s 
endorsement of the “copy controversy”—‘“well said” — 
came after this meeting.) 


After the conference, I thought about the position taken 
by Ji Pengfei and realized the unusual nature of this 
meeting. It was touted as a brainstorming session, but 








they took full notes and had them printed as a “sum- 
mary.” Actually it was anything but that. Every speech 
was recorded in full and included in the “summary,” 
copies of which were sent to the CPC Central Com- 
mittee, secretary of the CPC secretariat, the premier, and 
the vice premiers. The fact that it was made available to 
all these people showed the seriousness of the matter. 
The fact of the matter was that the meeting was called to 
“criticize and denounce” me. It was a continuation of 
the Beidahe meeting and these people came ready to do 
battle. Even as Zhou Nan, Lu Ping, and others were 
criticizing me in detail, Ji Pengfei had already made up 
his mind: Call Xu Jiatun a leftist. From my party struggle 
experience, I knew that nothing I said would do any 
good, at least in this case. | changed my mind and 
decided not to say another word at the meeting. 


Ji Pengfei opened the third day of the meeting by calling 
on the three of us from the Hong Kong and Macao 
working committee to speak. Li Zhuwen said he totally 
agreed with Ji Pengfei’s criticisms, taking me to task for 
having committed “leftist” errors from the higher plane 
of principle and two-line struggle and giving a litany of 
examples that he said showed I was “‘leftist.” Zheng Hua 
did some explaining. I stated my attitude concisely and 
to the point, “Originally I planned to make a speech but 
have now decided against it. While I would consider 
your views, I reserve my own judgement. A CPC 
member operates in accordaice with the party constitu- 
tion. In future I would ask for instructions from you as 
far as major matters are concerned. I would do whatever 
you say.” 


They saw where I stood and, realizing the meeting could 
not go on, wrapped it up sullenly. 


Li Xiannian [2621 0341 1819] Advised Me To Resign 
(Part One of Two)}—Deng Xiaoping Wanted Me To 


Remain in Hong Kong; Ji Pengfei Agreed to Make Li 
Zhuwen Retire 


The brainstorming session was barely over when Li 
Xiannian’s secretary telephoned me to say Li Xiannian 
had been in failing health recently. I replied that I was 
going to visit him, which I did at his home that very day. 


Li Xiannian made no reference to the brainstorming 
session. After a little small talk, he said, “You are getting 
on in years Just quit.” I replied, “I have wanted to quit a 
longtime. is the CPC Central Committee that asked me 
to take the ,ob.”” He asked, “Who wanted you to stay?” I 
said, ‘“‘Hu Yaobang said not long ago he wanted me to take 
the job.” “Li Xiannian then said, "If Hu Yaobang wants 
you to do it, you better remain on the job.“ 


Leaving Li Xiannian’s house, I mulled over his words 
and realized they were not said by accident. Zheng Hua 
told me Zhao Ziyang sent for him in the afternoon the 
very same day and questioned him at length about the 
meeting. After he heard what Li Zhuwen had said, Zhao 
Ziyang asked, “If that is the case, how can they continue 
to cooperate?” 
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While in Beijing I met with Xi Zhongxun and Yang 
Shangkun, who commended me for doing a good job in 
Hong Kong. Xi Zhongxun even said, “Some people say 
you are Hong Kong's Deng Xiaoping. The CPC Central 
Committee is very pleased.” This was in sharp contrast 
to the attitude of Ji Pengfei and the Hong Kong and 
Macao Affairs Office. I must straighten this out with the 
CPC Central Committee. 


I first went to see Hu Qili and told him I wanted to talk 
to Hu Yaobang. Hu Qili wanted me to see Zhao Ziyang 
first. So I tried to set up an appointment with the latter 
through his secretary. However, Zhao Ziyang did not get 
back to me right away. I wanted to talk to Deng Xiaoping 
too, but felt that the matter was too detailed, too 
bothersome. Besides, I was involved in it personally, 
which would make any approach to Deng Xiaoping 
about this matter an inappropriate thing to do. Just as I 
was hesitating, Deng Pufang came to see me. In the past 
I saw Deng Pufang every time I visited Beijing. Some- 
times I looked him up; at other times he took the 
initiative to call on me. I told him what happened at the 


Maybe he went back and briefed Deng Xiaoping. Two 
days later Zhao Ziyang asked to see me. I was aware that 
he had talked to Ji Pengfei earlier for 10 minutes or so. 
Zhao Ziyang began by praising my work in Hong Kong. 
Then he told me, “Comrade Deng Xiaoping has decided 
that you should remain in your job in Hong Kong for a 
while.” I told him that personally I was not interested in 
keeping the job but that I would comply with the CPC 
Central Committee’s decision. My plan was to keep 
working only until the 13th CPC National Congress 
(scheduled to be held in late 1987). 


Zhao Ziyang was surprised to hear this but did not say 
anything. He asked me, “You and Ji Pengfei are old 
colleagues, aren’t you? How come you cannot get along 
with each other?” I smiled but did not say a word. 


I told Zhao Ziyang that the Central Organization 
Department had so far failed to send me a deputy. The 
absence of a competent assistant had hampered my 
work. There was also the need for a successor. Hu 
Yaobang had considered several people, but none of the 
prospects worked out. I told Zhao Ziyang I hoped the 
CPC Central Committee would give the matter addi- 
tional thought. I also asked that the leading group of the 
working committee be further reshuffled. Zhao Ziyang 
agreed and asked me to work out the detailed personnel 
arrangements with Ji Pengfei and report them to the 
CPC Central Committee. He also asked me to have a 
word with Ji Pengfei before returning to Hong Kong. 
This conversation too lasted a dozen minutes or so. 


I went to see Ji Pengfei right away after the meeting to 
brief him about what we had discussed. Apparently he 
and Zhao Ziyang had gone over the same territory; he 
was aware of just about every point in our discussion. 
When told that Zhao Ziyang wanted me to consult Ji 
Pengfei about personnel changes, he was very moved and 
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said, “Zhao Ziyang always has respect for people.” He 
indicated his approval. I asked his opinion about making 
Li Zhuwen retire. He agreed instantly. (Installment No. 65) 


[9 Jul p 2] 


[Text] Li Xiannian Advised Me To Resign (Part Two of 
Two)—Brainstorming Session Showed Li Zhuwen To Be 
an Opportunist; Appointment of Zhou Nan as Successor 
Stalled at Central Organization Department 

Li Zhuwen and I had worked together for over 3 years 
now. At the beginning I was extremely trustful of him 
and relied on him a good deal, almost invariably fol- 
lowing his advice. I also gave all-out support to his work. 


It was not long before somone from the XINHUA SHE 
foreign affairs department iold me that he was criticizing 
me in private and that he had set his sight on the 
directorship. I shook my head in disbelief. 


Wu Xuegian, vice premier and concurrently minister of 
foreign affairs, passed through Hong Kong during his 
several trips overseas. Li Zhuwen went to the airport to 
welcome him, never once telling me, and accompanied 
him to Shenzhen, preventing me from coming in contact 
with Wu Xuegian. I never had any suspicion. It was part 
of Li Zhuwen’s job to handle foreign affairs, which made 
Wu Xuegian his direct boss. I thought it was just an 
oversight on Li Zhuwen’s part that Wu Xuegqian and I 
did not get to meet each other. 


A number of old comrades who had worked in Shanghai 
later told me that Li Zhuwen already was a double-dealer 
back in Shanghai, someone who trimmed his sails. Zhao 
Xingzhi [6392 5887 1807], formerly deputy secretary of 
the Shanghai municipal CPC committee, worked side by 
side with Li Zhuwen back in the underground party days; 
the two were good friends. After the gang of four was 
crushed, Su Zhenhua [5685 2182 5478] and Peng Chong 
[1756 3095] were in control of the Shanghai municipal 
CPC committee. During this period, Li Zhuwen saw eye 
to eye with the municipal party committee and Zhao 
Xingzhi in everything, fulsomely praising Zhao Xingzhi 
everywhere. When Hua Guofeng came under criticism, 
however, Chen Guodong [7115 0948 2767], Hu Lijiao 
{5170 4539 2403], and Wang Daohan [3076 6670 3211} 
were sent by the CPC Central Committee to run the 
Shanghai CPC Committee. These people launched an 
attack on the Shanghai party committee headed by Su 
Zhenhua and Peng Chong. Right away Li Zhuwen 
changed his political stand one-hundred and eighty 
degrees and started criticizing Su Zhenhua, Peng Chong, 
and Zhao Xingzhi openly. Old comrades in Shanghai 
called him a “trimmer.” 


They warned me, “Be careful.” I was half skeptical. 


After working together with Li Zhuwen for more than | 
year, I learned that he had a knack for detailed work but 
was not suited to be a leader, who has to make compre- 
hensive planning and get the work done step by step 
systematically. Although he might do a good job on his 
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own, he lacked the talent to mobilize the rank-and-file 
cadres to work with him. I figured this probably had 
something to do with his long-standing but narrow 
background in religious work. I asked him repeatedly to 
produce a plan for united front and religious work, which 
fell within the scope of his responsibilities, yet he did not 
come up with anything for a long long time. This 
convinced me he lacked the aptitude for and experience 
in taking charge of a broad area of work. 


He was thought well in society but there were also some 
negative views. In the KMT era, Li Zhuwen was a priest 
at the Shanghai Xu Jiahui Catholic Church where he 
baptized some members of the “Shanghai gang” now 
thriving in Hong Kong and their children. These people 
privately said that the CPC was fearful and considered Li 
Zhuwen inscrutable, someone who thought in one way 
and behaved in another. 


Within the organization Li Zhuwen was perceived much 
less favorably than in society at large. The several 
departments under him had complained that he neither 
delegated nor trusted his subordinates. The only people 
he had confidence in were the handful he had transferred 
to Hong Kong from Shanghai. Moreover, he grew angry 
and started swearing at the drop of a hat. This I regarded 


as a matter of personal temperament and training. 


He transferred some people from Shanghai to Hong Kong 
but never consulted me beforehand. Nor did he inform me 
after the fact. It was by asking questions when I saw a 
strange face at a meeting that I came to know what was 
going on. He was in charge of Taiwan work but kept me in 
the dark about some secret contacts in Taiwan and the 
United States, revealing to me only their codes. He did not 
inform me about his dealings with them, not beforehand, 
not afterward. Only when he needed my signature on the 
report to the CPC Central Committee did I have a chance 
to find out. What he did was against organizational rules. 
He should have told me about the contacts, however 
important they might be. The reason was that the CPC 
trusted me and sent me to Hong Kong to be in overall 
charge. He should not have done what he did, unless the 
CPC Central Committee had said to him, “Xu Jiatun is 
untrustworthy. Don’t tell him.” 


Be that as it may, I maintained a cooperative relation- 
ship with him as colleagues. His conduct at this partic- 
ular brainstorming session, however, proved that he was 
indeed a “trimmer.” When the principles were under 
discussion by the working committee, he was all for 
them. Now he had done a complete about-face by 
repudiating and criticizing them. In doing so, he adopted 
an interpretation of Hong Kong work that was different 
from mine. When it comes to Hong Kong work, both my 
understanding and practices had been endorsed by the 
CPC Central Committee. In contrast, siding with the 
Hong Kong and Macao Affairs Office and the Ministry 
of Foreign Affairs, Li Zhuwen rejected them completely. 
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How could we continue to cooperate? Besides, he had 
reached retirement age and should step down. 


Reviewing the brainstorming session, I saw that it was in 
fact masterminded by Ji Pengfei and Wu Xueqian aimed 
at driving me out of office. Thwarted in their attempt to 
circulate a notice against me at Beidahe, they now 
preempt aig | apm ne Fooner rally — dead 

meeting, a public accusation meeting. They even 
had the proceedings ofthe conference printed and isued 
in the form of a “summary,” w/iich was in reality 
anything but a summary. The idea was to influence the 
thinking of the leaders on the CPC Central Committee. 


said, “Zhou Nan does not have the right stuff. 
has diplomatic experience, but what Hong Kong needs is 
a politician. Li paling San gong Ae 
to find a right-hand man for you.” He added, “He 


succeed me went nowhere with the Central Organization 
Department. A decision was to be made after the “brain- 
storming session.” 

I raised this matter with Deng Pufang for the sole 
purpose of clarifying the matter. My desire to retire was 
genuine. Hence my statement to Zhao Ziyang about 


working until the 13th CPC National Congress. (Install- 
ment No. 66) 


Xu Jiatun’s Memoirs on Political System Plans 


94CM0150B,94CM0150C Hong Kong LIEN HO PAO 
in Chinese 15, 16 Sep 93 


[Installments No. 134, 135 of the serialized memoirs of 
Xu Jiatun: “Xu Jiatun’s Hong Kong Memoirs’) 


[15 Sep p 2] 


[Text] A Second Set of Political-System Con- 
troversies (Part One of Two)—The “Two-Council Con- 
sensus,” “New 190,” and “One Legislature in Two 
Bodies” Plans 


Let us return again to the period after 4 June, to the 
sharpening political-system controversy. 
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The British Government on one hand took a hard-line 
stand with the Chinese Government, breaking off contacts 
between senior Chinese and British officials, as well as 
refusing to participate in the routine meetings of the 
Sino-British Joint Liaison Group. On the other, it pro- 
moted, along with other social forces with which it had 
ties, pelitical-system pians, such as the “two-council con- 
sensus plan,” attempting to speed up the pace of democ- 
racy, by putting pressure on the Chinese, while vying for 
public influence with the radical democracy faction, to 
limit its continued expansion. Teng Lien-ju [6772 5571 
1172, then chief member of the Executive Council 
{EXCO], stated publicly that “whether the two councils 
{EXCO and LEGCO] could reach a consensus (on shaping 
plans), would be affected to a certain degree by the Beijing 
student movement of the time, as well as the actions taken 
by Hong Kong residents in support of it.” 


The radical democracy faction reproposed a new “190” 
plan, recommending that the legislature in 1991 should 
have one-half directly elected members, with all being 
directly elected by 1995. And they maintained their 

original proposal that the Chief Executive be directly 
elected by the whole people in 1997. They claimed that if 
Hong Kong could not establish a democratic political 
system before 1997, it would be impossible to practice 
democracy afterwards. 


Even those in the industrial and business world and the 
“middle-of-the-roaders,” who had previously endorsed 
orderly and gradual political-system development, 
changed to endorsing a faster pace of democracy. 


This situation sharpened the possibility that, as political 
parties of all strata had not yet formed and the radical 
democracy faction’s forces were growing unprecedent- 
edly, the future legislature might be slanted toward the 
middle and lower strata, or even toward the radical 


democracy faction. 


At the time, Shao Shan-po [6730 0810 3134], deputy 
secretary general of the Advisory Committee, suggested a 
“one legislature in two bodies” plan, which Mao Jun- 
nian, deputy director of the Hong Kong Offfice of the 
NCNA, delivered to me, noting that this plan might be 
considered by the Working Committee. 


This plan divided the legislature into two bodies, a 
“district electoral body,” and a “functional electoral 
body.” The “district electoral body” would use mixed 
elections, with more than one-half of its members for the 
first two sessions being directly elected, while the “func- 
tional electoral body’ would have its members elected by 
all functional circles, similar to the Western upper and 
lower houses or two-body senate and house. 


If a bill was passed by both bodies, there would naturally 
be no problem. But if a bill was not passed by the body 
with the directly eiected legislators, but was passed by 
the other body, creating a legislative impasse, then it 
would be decided by the Chief Executive, or the two 
bodies would choose delegates to study amendments, in 
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an attempt to get it passed by both bodies. And if this did 
not work, it could be decided by a two-thirds majority of 
the whole legislature. 


Shao Shan-po’s plan at the time was merely a general 
outline, with the details yet to be considered. So I took 
this plan to Beijing to be studied by the Hong Kong and 
Macao Working Committee chaired by Ji Pengfei, where 
all supported it, holding it to be a way out under the new 
situation since 4 June. But after I returned to Hong 
Kong, while we were just studying how to promote it and 
had not yet made specific plans, Lo Te-ch’eng [5012 
1795 0015] suddenly publicized it. I was very surprised. 
How could Lo Te-ch’eng have known about this plan? 
And how could he have gotten hold of it? . investigated 
this carefully but to no avail. 


Once Lo Te-ch’eng had presented the “one legislature in 
two bodies” plan, the political-system controversy sharp- 
ened immediately, with the various public forces that 
had been promoting their respective plans now all 
directing their spearheads at the “one legislature in two 
bodies,” holding that it was supported by the Chinese, 
which Lo Te-ch’eng had asserted, and which was true. 
And certain coordination movements also went into 
action in an attempt to join forces in opposition to the 
“one legislature in two bodies.” 


As the “one legislature in two bodies” plan was not 
consistent with the them climate of public demand for a 
faster pace of democracy, we considered appropriately 
adapting to the public tide, while keeping the legislative 
body from becoming too slanted, to prevent an imme- 
diate sharp change in the SAR political situation after 
1997. In light of the over-emotional public climate, in 
which it would be hard to keep this plan from being 
criticized once it was out, we had planned to release it 
step by step, to reduce the resistance to it. But who would 
have guessed that Lo Te-ch’eng would rush it out ahead 
of us. Lo Te-ch’eng’s public image was not too good at 
the time, as he had publicly stated his opposition to a 
faster pace of democracy due to the 4 June incident, 
which had aroused an even stronger public outcry. So the 
“one legislature in two bodies” plan being put out by him 
made him a target “of attack” for a time. 


[16 Sep p 2] 


[Text] A Second Set of Snarpening Political-System Con- 
troversies (Part Two of Two)—The “One Legislature in 
Two Bodies” and “4:4:2” Plans Become Points of Con- 
troversy; the Chinese Side Recommends the “New Com- 
prehensive Plan”; Results Unclear 


Before long, figures from industrial and business circles, 
such as Lo K’ang-jui [5012 1660 3843], and middle- 
of-the-roaders, such as Ch’eng Chieh-nan [4453 0094 
0589}, also put forth a new balanced “4:4:2” plan, for the 
Hong Kong SAR’s first legislative-body members to be 
40 percent directly elected, 40 percent from functional 
groups, and 20 percent through general elections. They 
emphasized that this plan was coordinated by Hon- 
gkongers, being one that all could accept. 
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Lo K’ang-jui and Lo Te-ch’eng were originally both 
members of the 89-person Industrial and Business Advi- 
sory Committee, but were now each putting forth respec- 
tive plans, which were publicly called the “elder Lo” and 
“younger Lo” plans, coexisting around the time of the 
“dual-Cha” plan, with the “elder Lo” and “younger Lo” 
plans being originally two parts of a confederation that 
were now diametrically opposed to each other. 


But the radical 4emocracy faction held that these plans 
made too many concessions, so continued to stick to its 


new “190” plan. 


By this time, we had received the news that the British 
Hong Kong Government was also supporting the “4:4:2” 
plan, with other sources claiming that this plan had come 
from the British Hong Kong Government. We consid- 
ered this second possibility unlikely, with the greater 
likelihood being that British Hong Kong had “received” 
and then supported it. The British Hong Kong Govern- 
ment had probably considered the “‘two-council consen- 
sus” plan to have too much of a British flavor, with very 
little possibility of being accepted by the Chinese, so had 
tried to have this [4:4:2] plan accepted by the Chinese 
through a so-called three-faction coordination—of the 
industrial and business world, the faction, 
and the middle-of-the-roaders. When [then Hong Kong 
Governor] Wilson later clearly “recommended” the 
“4:4:2” plan to the Chinese, this confirmed our guess. 


Through contacts with certain senior British busi- 
nessmen, we indirectly confirmed this information, as 
they bluntly “suggested” that they hoped that the Chi- 
nese would accept Lo K’ang-jui’s plan. 


Many of my colleagues at the Hong Kong Office of the 
NCNA knew Lo K’ang-jui, mostly having a good impres- 
sion of him. It was said that Lo K’ang-jui had built on the 
$100,000 HK that he had received from his father, doing 
very well in business, as well as taking unique political 
stands and views, being a rare talent, about which I had 
the same impression. 


In order to sell his “4:4:2” plan, Lo K’ang-jui asked for a 
special meeting with me. While I listened to his briefing, 
saying that we would consider his views, | also explained 
that I really did not agree much with his stand, where- 
upon he shook my hand in parting with a disappointed 
expresson on his face. 


And when middle-of-the-roaders Chang Chia-min [1728 
1367 2404] and Ch’eng Chieh-nan also asked to see me 
to brief me on the “4:4:2” plan, I gave them the same 
response as I had to Lo K’ang-jui. 


In the debate over the many plans, public opinion 
sharpened, focused mainly in areas, such as the “*4:4:2,” 
“one legislature in two bodies,” and “new 109” plans, 
with the “one legislature in two bodies” and ‘*4:4:2” 
plans becoming the points at issue. At this time, some of 
the members of the 89-person Advisory Committee from 
industrial and commercial circles proposed synthesizing 
the two plans into a “new comprehensive plan,” by 
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dividing the composition of LEGCO members into three 
groups—functional, directly elected, and generally 
elected; and changing the two bodies in the “one legisla- 
ture in two bodies” plan to a counting of votes by 
category. This was taken to Beijing by Advisory Com- 
mittee Deputy Director Kuo Chih-ch’uan [6753 1807 
2938], who introduced it to the Hong Kong and Macao 
Affairs Office, winning real support. After they returned 
to i Kong, they publicly recommended it to the 
public. 


A working meeting on Hong Kong and Macao chaired by 
Ji Pengfei discussed the matter of the political-system 
plans, with all endorsing Li Hou’s proposal to take the 
“new comprehensive plan” as the base, and to synthesize 
it with the views of all parties, in order to draw up a plan 
to be voted on at the last meeting of the Drafting 
Committee. As to the number of directly-elected legisia- 
tive seats, while the British had proposed 24 for 1995 
and 20 for 1991, this meeting set the “bottom line” at 20 
for 1995 and 18 for 1991. This was the basis on which we 
had to not only work with the Hong Kong public, but 
also consult with the British. 


In order to coordinate the setting forth of the “new 
comprehensive plan,” I gave a speech at a meeting of the 
Hong Kong Preparatory Committee on the occasion of 
the 1989 National Day [1 October], calling on all parties 
to cooperate harmoniously, naturally hoping not only to 
ease the political-system controversy, but also to alle- 
viate somewhat the antagonistic mindset of Hon- 
gkongers toward China after the 4 June incident. I 
Originally guessed that this would have a limited impact, 
and that the debate over the political-system plans would 
not stop. 


Xu Jiatun’s Memoirs on Passing Basic Law Draft 


94CMO0151A Hong Kong LIEN HO PAO in Chinese 
17 Sep 93 


[Installment No 136 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”’] 


[Text] The Passing of the Basic Law Draft (Part One of 
Two)—In the Voting on the Political-System Plan, Ji 
Pengfei Asks Me To Work With Figures, Such as Huo 
Ying-tung; as the Draft Still Needs Chinese and British 
Agreement To Be Finalized, the Drafting Committee Is 
Mocked for Being a Rubber-Stamp Body 


On 13 February 1990, the last full meeting of the Basic 
Law Drafting Committee was held in the west wing of 
the Great Hall of the People in Beijing. This conven- 
tion’s major mission was to vote on the Basic Law draft 
proposals one by one, and then to submit the approved 
draft for deliberation and approval by the Third Session 
of the Seventh NPC. While this was the final working 
procedure in the drafting of the Basic Law that had taken 
four years and eight months, it seemed that most of the 
committee members in attendance were more somber 
than elated. 
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By this time, I had already retired, being succeeded by 
Zhou Nan [0719 0589] [former Vice Minister of Foreign 
Affairs] as Director of the Hong Kong Office of the 
NCNA and as Secretary of the Hong Kong and Macao 
Working Committee. Thus I was no longer either taking 
part in the meetings of the Hong Kong and Macao 
Affairs Office on Hong Kong and Macao work, or seeing 
documents pertaining to it. At the start of the meeting, | 
took the initiative to see Ji Pengfei, who told me that 
while the negotiations with Britain in the political- 
system area had not yet reached agreement, he guessed 
that there would be results prior to the balloting. Ji 
Pengfei asked me to, before the voting on the political- 
system plan, find and work with figures, such as Huo 
Ying-tung 7202 5391 2639], Li Chia-ch’eng [2621 0857 
6134] and Huang Li-sung [7806 7787 2646], in hopes 
that they would vote to endorse the convention’s draft 
plan, so that the most controversial article on the 
counting of votes by group would be ensured of winning 
the necessary two-thirds votes for passage. I told Ji 
oe. that I would do all I could to “make a good last 
stand.” 


The Sino-British dispute was focused mainly on the 
number of directly elected seats to the 1991 legislature, 
with the British holding out for 20 seats, to be increased 
to 30 by 1995, on which they later retreated to 24; and 
the Chinese were sticking to 18 seats by 1995 (with 
legislative members not to exceed 60, and directly 
elected legislators not to exceed 30 percent). The second 
dispute between China and Britain was about after 1997, 
on the timetable for direct elections of LEGCO members 
and the Chief Executive. Neither side would give in, with 
the British stating that if agreement was not reached, 
they would act unilaterally, and the Chinese saying that 
[plans] must be “dovetailed,” or they would counterat- 
tack. Even matters that had been essentially resolved 
after the “storm over my notebook” became the focus of 
controversy again. 


As far as I knew, this “dovetailing” originally referred to 
the political-system plan, as well as to scheduling 
arrangements. British plans and schedules before 1997 
must be “dovetailed” with the plans of the SAR Gov- 
ernment after 1997 as provided by the Basic Law. The 
Sino-British agreement process at the time involved 
discussion not only of legislative “dovetailing,”” but also 
of civil service “dovetailing” and the first Chief Execu- 
tive. The British actually promised that the political- 
system plan and its implementation schedule would be 
“dovetailed” with the Basic Law. The Chinese also 
promised that the British Hong Kong government's civil 
servants, except for a few senior officials of foreign 
nationality, would be completely retained by the SAR 
Government after 1997; and both sides also exchanged 
views on matters, such as the first SAR Chief Executive, 
and on ways of “on-the-job training” to “become famil- 
iarized with the British Hong Kong government's condi- 
tions and operations” before 1997. While the British had 
proposed installing before 1997 a Hongkonger approved 
by China as deputy governor of Hong Kong who would 
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serve as the Chief Executive after 1997, the Chinese held 
that it would be offensive for the first Chief Executive of 
the SAR to have been a British deputy governor, so 
refused to consider it. While both sides could not reach a 
specific concensus on certain promises, they unofficially 
came to a “tacit agreement” on the possibility of 
exchanging views. 


By the eve of the balloting on the Basic Law draft, as I 
had already left my post, the only thing I knew about the 
substance of the Sino-British dispute over “dovetailing” 
was what Ji Pengfei told me, or the matter of the number 
of directly-elected legislative seats. Prior to this meeting, 
British Foreign Minister Hurd had visited Hong Kong 
and publicly promised that the development of Hong 
Kong’s representative system of government would be 
dovetailed with the political system after 1997, as well as 
stating that Britain would not unilaterally decide Hong 
Kong's political system, but would definitely consult 
with China, showing that both sides had resolved the 
dovetailing matter in principle. But the day before the 
meeting, Li Hou and Lu Ping stated publicly that the 
Basic Law draft on the political system [or system of 
government] had still not been finalized, and was still 
awaiting Sino-British consultation, which publicly dis- 
closed that the Basic Law’s political-system draft still 
needed a Sino-British agreement to be finalized. This led 
some Hong Kong media to mock the Drafting Com- 
mittee as a rubber-stamp body. 


Xu Jiatun’s Memoirs on Basic Law, Continued 
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{Installment No 137 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[Text] The Passing of the Basic Law (Part Two of 
Two)—Liao Yao-chu Proposes Three Amendments, With 
Seven Dissenting Votes Being Influenced by Li Chia- 
ch’eng 


On the morning of the 14th [February 1990], Ji Pengfei 
cheerfully told me that Britain had notified the [PRC] 
Foreign Ministry that it had agreed to the [Hong Kone} 
legislature having 18 directly-elected seats for 1991, and 
20 by 1995. Whereupon Liao Yao-chu [1675 3852 3796] 
immediately submitted to the convention three amend- 
ments in writing on the draft’s “mainstream plan,” i.e., 
he submitted the following three amendments to the plan 
to be voted on at the convention: |) That the number of 
directly-elected legislative seats for 1995 be increased 
from 18 to 20. 2) That the counting of votes by group be 
limited to motions and amendments to motions made by 
legislators. 3) That the proportion of legislative members 
not of Chinese ancestry be raised from 15 to 20 percent. 
Zhou Nan immediately expressed support for this in a 
statement at a group meeting. I thought that these three 
amendments “suggested” by Liao Yao-chu had probably 
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been agreed on by both the Chinese and British, and sure 
enough, the draft was amended essentially according to 
Liao Yao-chu’s suggestions. 


But the job of “persuasion” that Ji Pengfei had handed 
over to me was very unsuccessful. 


Li Chia-ch’eng took a negative approach to the counting 
of votes by group. | discussed it with him three times, 
with Li Chia-ch’eng persistently opposing it the first 
time, saying that it could be considered the second time, 
but then saying again that he could not endorse it the 
third time. Several of the Hong Kong members of the 
Drafting Committee behaved in accordance with Li 
Chia-ch’eng’s approach, regularly exchanging views with 
him during the course of the convention. So unless we 
won over Li Chia-ch’eng’s support, the negative votes 
would not be limited to his alone. When | reported Li 
Chia-ch’eng’s attitude to Ji Pengfei, Ji finally sought out 
Li Hou. But it was considered that even if the counting of 
votes by group was voted against by those, such as Li 
Chia-ch’eng, it might still win the necessary two-thirds 
majority for approval, so that a few less votes would be 
no obstacle. 


While Huo Ying-tung also dissented with the counting of 
votes by group, he did agree to support it after an 
exchange of views. But he suggested to me that Article 
142 of the Basic Law draft, on “the Hong Kong SAR 
Government setting its own sports policy, with private 
sports groups being allowed to continue according to law 
to exist and develop,” might have the “private sports 
groups” part preceded by the two words previously 
existing,’ in order to emphatically safeguard the rights 
and interests of Hong Kong's previously existing private 
sports groups. Huo Tung-ying said that while he had 
suggested this view repeatedly, it had not been paid 
attention to, about which he was very displeased. So | 
reported this to Ji Pengfei, suggesting that he consider 
Huo’s view. Li Hou and Lu Ping were present at the 
time, and Li Hou disagreed, holding that the existing 
words already had this meaning. I said that: “This is 
simply a matter of words, certainly not an issue 
involving principles, as it involves simply the addition of 
the two words previously existing.’ But to Huo Ying- 
tung, it is not just a matter of words. As Huo Ying-tung 
has said that this is not just his view alone, I wonder if 
such a matter involving no principles might not satisfy 
them?” 


But my suggestion was not accepted. As the particular 
responsibility for the drafting of the Basic Law belonged 
to Li Hou and Lu Ping, and Ji Pengfei did not take a 
clear stand either, Li Hou and the others still dealt with 
the matter according to their own view. Their inability to 
deal flexibly with even purely technical matters made it 
impossible for me to meet with Huo Ying-tung again to 
give him a response. 


I also exchanged views with several other Hong Kong 
members of the Drafting Committee, discovering that 
their views coincided roughly with Li Chia-ch'eng’s. 
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When the draft proposals were voted on one by one at 
the convention on the 16th, the balloting results were 
that all were passed with majority votes. While the 
article on the counting of votes by group got seven 
dissenting votes, it still passed. And I guessed that these 
seven no votes were cast by Li Chia-ch’eng and the Hong 
Kong members of the Drafting Committee under his 


After the Basic Law draft was passed, Ji Pengfei feted the 
whole Drafting Committee at the Beijing Hotel Guest 
House, where those meeting with Ji Pengfei, Li Hou, Lu 
Ping, etc., were jubilant, toasting and singing, with the 
whole place aflutter, except for me, who was at a loss and 
distracted, so could not share in the jubilation. 


Xu Jiatun’s Memoirs on Leaving Country 
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[Installment No 138 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”] 


[Text] Around the Time of My Leaving China. From 
Hope to Disappointment (Part One of Four)— 
Hongkongers Going North After 4 June Did Not Wish To 
See Li Peng, Who Unexpectedly Endorsed the Plans of 
eee ee nD oe ee Om 


After 4 June, it was hard for me to accept the way that 
Jiang Zemin and Li Peng dealt with a series of incidents 
concerning Hong Kong, so that my hopes for Jiang 
Zemin quickly turned to disappointment. 


As stated above, to restore the confidence of Hon- 
gkongers, we organized visits by mid- and upper-level 
Hongkongers to Beijing. While most of those who we 
repeatedly invited could not refuse under the circum- 
stances, they agreed to go to Beijing to see Jiang Zemin, 
but were unwilling to meet with Li Peng. After Jiang 
Zemin had met independently with several Hong Kong 
figures in Beijing, Li Peng expressed displeasure, so that 
Jiang Zemin was no longer willing to hold such indepen- 
dent meetings. So in order to break this impasse, we 
worked specially to win over some who were willing to 
mect with Li Peng, with Lo Te-ch’eng being the first after 
4 June to publicly ask for a meeting with Li Peng. 


In an attempt to resume as quickly as possible Hu 
Ying-hsiang’s [5170 2019 3276] investment in the Shen- 
zhen-to-Guangzhou expressway project, and to restore 
the confidence of Hongkongers, I worked on Hu Ying- 
hsiang, who said that he had long since had such hopes. 
When he mentioned that he was having certain coordi- 
nation difficulties with Guangdong Province, | 
expressed a willingness to go to Guangzhou to expedite 
matters. So I went to Guangzhou, seeking out and 
consulting with Guangdong Governor Ye Xuanping, 
who consented to support [the project}. As Hu’s invest- 
ments in mainland power plants and expressways had 
been supported in the past by Zhao Ziyang but not by Li 
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Peng, Hu Ying-hsiang immediately consented when | 
suggested that he go to Beijing to see Li Peng, as well as 
agreeing to have his visit reported in the press. As it 
seemed that Hu was willing to take advantage of the 
opportunity to improve his relations with Li Peng, | 
telegraphed Beijing, asking Li Peng to see him. After 
having sent two telegrams with no reply, I sent a third 
pressing for an answer. Whereupon Li Hou phoned me 
to say that Li Peng’s secretary had told the Hong Kong 
and Macao Affairs Office that “the chief would not see 
Hu.” When I asked why, he said that he did not know. 
This was hard for me to accept, that the premier of a 
large country would be so narrow-minded! How could | 
explain to Hu Ying-hsiang? I could only send someone to 
tell him insincerely that “Beijing has not yet responded.” 


After 4 June, Li Peng and Lu Ping met with Hong Kong 
and Shanghai Banking Corporation Board Chairman P’u 
Wei-shih [3184 0251 1102], who expressed confidence in 
Hong Kong on one hand, while telling them on the other 
that the Hong Kong and Shanghai Banking Corporation 
was going to “reorganize,” by moving its headquarters to 
London, and was exploring plans for the bank's pullout. 


Li Peng, who possibly did not understand the situation, 
expressed his “appreciation” with absolutely no concern, 
while Lu Ping, who was familiar with the situation, 
surprisingly did not play the proper “advisory” role 
either, or make any attempt to “remedy” the situation. 
Thus, P’u Wei-shih won a great victory. On his return to 
Hong Kong, he immediately began to take the designated 
withdrawal actions, finally announcing that he had 
bought the British Midlands Bank, and was going to 
move his headquarters to London, to complete his 
so-called “reorganization” scheme. 


The Hong Kong media pointed out that the Hong Kong 
and Shanghai Banking Corporation’s leadership was 
“reorganizing” to preserve their interests in Hong Kong, 
so that they could continue their business activities in 
Hong Kong and on Mainland China, while avoiding the 
factors that might arise after 1997 in China or Hong 
Kong, which might “lose them their controlling” influ- 
ence over the Hong Kong and Shanghai Banking Corpo- 
ration’s leadership authority. This comment hit the nail 
right on the head. 


The Hong Kong and Shanghai Banking Corporation 
{HKSBC] charter provided that no shareholder could 
hold more than | percent and, while Hong Kong share- 
holders owned 50-60 percent, the board members made 
their decision without regard for such percentages. While 
the board chairman should have been elected by the 
board members according to the articles of association, 
all insiders knew the real case. Of course, as to who 
actually “had the final say” behind the scenes on the 
elections of the board chairman and members, outsiders 
did not know. And while I had investigated this when I 
was in Hong Kong, I did not find out either. Before 1997, 
during the period of rule by the British Hong Kong 
administration, such a situation might continue, but not 
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for long. But after 1997, might not Hong Kong share- 
holders ask for an amended charter, to elect a board of 
directors based on shareholder holdings, which board 
would then elect its chairman? In order to prevent this, P’u 
Wei-shih exploited the ization” to make Britains 
the major shareholders, the HKSBC into a “sub- 
sidiary” company of the London HKSBC, for a permanent 
resolution. So the wisdom of the respective tactics 
employed by China and Britain was immediately clear. 


In another test of strength between China and Britain, 
Britain also won, with the Chinese harming not only 
themselves, but even n ure so Pao Yu-kang. And I played 
a sad role in this battle too. 

Zhao Ziyang had proposed establishing an air carrier 
company in Mainland China or Hong Kong, to stimulate 
China’s civil airlines to import and assimilate outside 
experience. The “Hong Kong Dragon” air carrier com- 
pany was created in Hong Kong based on this 

with the support of the State Council and the Hong Kong 
Office of the NCNA, and through cooperation between 
the Hong Kong and Macao International Investment 
Corporation and Ts’ao Kuang-piao [2580 0342 1753). 
Right from the start, Ts’ao Kuang-piao bragged about 
the Chinese Government backing of his company, 
bringing it to the attention of the British airlines business 
and the British Hong Kong Government, which passed a 
new law restricting the establishment of new air carrier 
companies in Hong Kong, as well as stating that “Hong 
Kong Dragon” was not British-funded, so did not con- 
form to Hong Kong laws and regulations, which 7s 
delayed its approval. So I got involved, asking Pao 
Yu-kang to become “Hong Kong Dragon's” first board 
chairman, by buying a majority share. Pao Yu-kang, 
together with Ts’ao Kuang-piao’s son (of British citizen- 
ship), bought over 50 percent of the shares, turning 
“Hong Kong Dragon” into a mostly British-owned air 
carrier company, enabling its establishment to be 
approved. 


Xu Jiatun’s Memoirs on Li Peng Refusal 
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[Installment No 139 of the serialized memoirs of Xujiatun: 
“Xu Jiatun’s Hong Kong Memoirs) 


[Text] From Hopes to Disappointment (Part Two of 
Four)—Li Peng Refuses To Heed My Report on the Sale 
of Hong Kong Dragon’ Shares to Jung Chih-chien, 
Leaving Me To Repeatedly Explain the Pros and Cons 
and Pound the Table With Zou Jiahua 


As “Hong Kong Dragon” did not obtain the support of 
the General Administration of Civil Aviation of China 
[CAAC] after it was established, making for an unsuc- 
cessful start of business, I went to Beijing several times, 
holding meetings with then Vice Premier Li Peng who 
was in charge of CAAC, to study the matter of sup- 
porting the start of mainland business by “Hong Kong 
Dragon.” “Hong Kong Dragon” had been operating for 
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several years at a loss. During this period, Kuo T'ai 
Airlines had contacted Pao Yu-kang, asking him to 
consider an exchange of shares, which would have actu- 
ally made Kuo T’ai a holding company for “Hong Kong 
Dragon.” When Pao Yu-kang solicited my advice, I 
found it hard to oppose this publicly, but suggested that 
he consider CAAC’s response, whereupon Pao Yu-kang 
immediately stated that he would abandon his plans for 
an exchange of shares with Kuo T’ai. 


Later, Jung Chih-chien [2837 2535 0256] of the Hong 
Kong Central Trust Company bought shares in Kuo T'ai, 
becoming its board chairman. While Jung Chih-chien 
had not notified the Hong Kong Office of the NCNA of 
this action in advance, I guessed that he had at least 
obtained Li Peng’s approval and Wang Zhen’s [then 
PRC Vice President] endorsement. This incident upset 
Pao Yu-kang considerably, with it being learned only 
after the event that Pao had at first considered an 
exchange of shares with Kuo T'ai, in which Kuo T’ai 
would have allowed Pao a seat on its board of directors 
as deputy chairman. 


By 1990, “Hong Kong Dragon's” business had 
improved, with already some slight surpluses, so Pao 
Yu-kang turned over his post as board chairman to his 
son-in-law. But just as he was preparing to buy new 
aircraft and add new lines with great prospects, Pao 
Yu-kang suddenly sought me out, telling me that he was 
going to “offer” “Hong Kong Dragon” shares to Ts’ao 
Kuang-piao, who would in turn transfer them to Central 
Trust’s Jung Chih-chien. As I had had absolutely no news 
of this in advance, I was surprised and asked why, only to 
learn that Jung Chih-chien had proposed the share 
offering on his own initiative. I could see that while Pao 
said that he did not mind, he was showing a very helpless 
manner, so that I asked him to wait until I had clarified 
the matter before discussing it further, to which Pao 


agreed. 


By this time, Ts’ao Kuang-piao had also sought out Hong 
Kong and Macao International’s board chairman, Chang 
Chien-hua [1728 1696 5478], proposing that Hong Kong 
and Macao International “offer” all of its shares held in 
“Hong Kong Dragon” airlines to Central Trust's Jung 
Chih-chien, telling Chang that Pao Yu-kang had already 
agreed to “offer” Jung Chih-chien his shares. 


Then Chang Chien-hua asked Ts’ao Kuang-piao: “What 
is your plan all about? Does the Hong Kong Office of the 
NCNA know about it? And has anyone in Beijing 
approved it?” 


Afterwards, Chang Chien-hua told me that the pur- 
chasing plan had been endorsed by Yang Shangkun and 
approved by Li Peng. After the purchase, Jung would 
combine and transfer to Kuo T’ai the shares owned by 
Pao Yu-kang and the ones sold by Ts’ao Kuang-piao. 
And Central Trust would keep the shares sold by Hong 
Kong and Macao International, with Kuo T’ai becoming 
the majority shareholder. Business operations would also 
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be “entrusted” to Kuo T’ai management, with the addi- 
tional aircrai. being leased by Kuo T’ai, which would 
stop flying and “offer” to “Hong Kong Dragon” its 
mainland routes to Beijing and Shanghai. 


Such a complete plan would actually turn Hong Kong 
Dragon into a “subsidiary” company of Kuo T’ai, not 
only violating its original establishment intention, but 
also resolving the problem that Kuo T’ai was having 
trouble overcoming at the time: its almost failed dispute 
with CAAC over mainland and Hong Kong routes. At 
the least, Kuo T’ai would temporarily retain its naviga- 
tion privileges. 

So I notified Pao Yu-kang, asking him to temporarily not 
sell his shares to Jung Chih-chien. And I immediately 
flew to Beijing, asking for meetings with Yang Shangkun 
and Li Peng. When Yang Shangkun met with me, he said 
that he had only heard Jung Chih-chien’s report, but 
“certainly did not understand the actual situation.” 


Li Peng would not see me, asking [State Councilor] Zou 
Jiahua [6760 1367 5478] to meet with me on his behalf. 
While Zou listened to my report and expressed under- 
standing, he did not take a stand, saying that he would go 
to Yang and Li for instructions. The next day, Zou told 
me that Yang Shangkun had stuck to his statement that 
he had heard Jung Chih-chien’s report but did not 
understand the actual situation, while Li Peng had said 
that he would not consider a change. So I asked them to 
reconsider, suggesting that Zou Jiahua look up certain 
figures familiar with Hong Kong’s situation in this 
respect for a better understanding of the matter, to see if 
they had any objections to the State Council’s decision. 


By this time, Jung Chih-chien had also arrived in Bei- 
jing, which I guessed was related to my involvement in 
this matter. 


I again asked for a direct hearing of my report by Li Peng, 
who still would not see me. On Zou Jiahua’s third meeting 
with me, he stuck to his position unchanged, while I 
repeatedly explained the pros and cons. We had a heated 
arguement, with him pounding the table first, and then me 
pounding it back, calling him to account with the ques- 
tions: “Are not party principles still important? And are we 
not going to show consideration for united front targets?” 
But we finally parted on bad terms. 


On my return to Hong Kong, Pao Yu-kang, who prob- 
ably already knew the situation (as to how he knew, I was 
unclear), invited me to dinner, which was our last 
meeting, where we discussed many emotional matters. 
Wheu we met, he advised me that: “I have already sold 
the shares to Jung Chih-chien (which were sold in name 
to Ts’ao Kuang-piao, who then sold them to Jung). 
Thank you for your concern, but the matter is settled.” 
After chatting a bit, he then told me that: “I have had 
only two failures in my whole life, one being my invest- 
ment in the Standard Chartered Bank, and the other 
being Hong Kong Dragon!” What could I say? His 
investment in Hong Kong Dragon had been at my 
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request, so that all I could say that I was truly sorry and 
offered my apologies to him. 


When Chang Chien-hua went to request instructions, 
Ts’ao Kuang-piao told him that Pao Yu-kang had 
already sold his shares, and that Chang should also 
quickly sell his shares in Hong Kong and Macao Inter- 
national. When Chang asked me “whether he should also 
sell to him,” I indignantly said that: ““Ts’ao Kuang-piao 
does not have the say, so that in order to sell, they will 
have to get State Council documents.” The next day, 
Jung Chih-chien asked to see me. While I knew that he 
would not come to see me without business, and that he 
was coming in reference to this matter, I saw him 
anyhow. But when he greeted me as uncle and told me 
his mission, I told him also that in order to get Hong 
Kong and Macao International’s shares in Hong Kong 
Dragon, he would need State Council notification, which 
I would comply with. Sure enough, before long, State 
Council notification arrived, making it obvious how 
much Li Peng supported and “cherished” him. 


Xu Jiatun’s Memoirs on Jiang Zemin Statements 
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[Installment No 140 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[Text] From Hopes to Disappointment (Part Three of 
Four)—Jiang Zemin Makes Statements That Are Repug- 
nant to Saying That China Will Mind Its 
Business if Kong Minds Its! As to the New Airport, 
Hong Kong Is Not the Host, as Beijing Is Going To Have 
To Pay the Bill 


At the Fourth Plenary Session, Jiang Zemin officially 
became the general secretary [of the CPC Central Com- 
mittee], whereupon he asked the Central General Office 
to tell the the General Office of the Hong Kong Office of 
the NCNA to report on the material sent by every daily 
paper to the Hong Kong press, as well as that in the 
mainland press on Hong Kong and mainland China. She 
Mengxiao [0152 1322 1321], deputy director and secre- 
tary general [of the Hong Kong Office of the NCNA], 
told me that he had already complied with this. While 
She Mengxiao and I both agreed that the gencral secre- 
tary’s concern for reports from outside and for our work 
in Hong Kong was good for our work in Hong Kong, She 
told me that when Jiang Zemin had been Municipal 
Party Secretary in Shanghai, he had also asked for 
material on the Hong Kong and Macao Working Com- 
mittee from a certain Xu [6079], who was a deputy 
director of the General Office of the Hong Kong Office 
of the NCNA, and which Xu had actually handled on his 
own without asking instructions from the secretary gen- 
eral. In fact, the Working Committee provided on its 
own initiative certain information and data in areas, 
such as Hong Kong and outside political, economic, and 
cultural matters, for reference by officials of mainland 
ministries, commissions, and provincial and municipal 
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party Committees. And the Hong Kong Office of the 
NCNA specially published various “references” for this 
purpose. When Jiang Zemin was Minister of Electronics 
Industry, this Xu was a secretary to Vice Minister [of 
Electronics Industry] Cao Weilian [2580 4850 1670}, 
and had later accompanied him as secretary when Cao 
Weilian came to the Hong Kong Office of the NCNA as 
deputy director, and then had been made deputy Gen- 
eral Office director after Cao passed away. As to Jiang 
Zemin’s use of such connections at the time to get 
material from the Working Committee, we were sur- 
prised. While such methods were out of line with the 
party’s organizational principles, the matter was past 
and Jiang Zemin was now general secretary so that, after 
She Mengxiao reported it to me, we smiled wryly at each 
other, shook our heads, and said no more about it. 
Before long, the Central General Office again issued 
instructions to the Organization Department of the 
Hong Kong Office of the NCNA, with Zheng Hua [6774 
5478) [deputy director of the Hong Kong Office of the 
NCNAj] telling me and several other deputy directors at 
a meeting of the Working Committee that Jiang Zemin 
had nominated Xu by name for director of the General 
Office of the Hong Kong Office of the NCNA. This 
greatly surprised us all, with one deputy director sighing 
that “the general secretary is truly managing things in too 
great detail to be so concerned about a mere general 
office director!”” While we all objected to this without 
being willing to take a stand, I acted as a peacemaker to 
“preserve” the general ’s prestige, by telling 
Zheng Hua that “Liu Lin [0491 2651] (the General 
Office director) had best resign and let Xu take his 
place.” When Zhou Nan subsequently became the secre- 
tary of the Working Committee, he immediately desig- 
nated Xu to be mostly in charge of sorting out the 
“material” about myself. When I later heard about this, 
I could only sigh. 


On 11 July 1989, when Jiang Zemin said at a meeting 
with the Hong Kong members of the Basic Law Drafting 
Committee and some of the members of the Advisory 
Committee that “well water does not intrude into river 
water [or we'll mind our business if you mind yours},” 
which was taken unkindly in Hong Kong, someone 
called it “a witticism [or proverb} about the tense China- 
Hong Kong relations.” We colleagues at the Hong Kong 
Office of the NCNA commented among ourselves that: 
“How could he have said this? This is likely to make 
people feel that they do not understand Hong Kong's 
situation.” As over 98 percent of Hongkongers were 
Chinese, and Hong Kong was already facing a reversion 
[to Chinese sovereignty], how could he treat Hon- 
gkongers as outsiders, calling them “‘well water” standing 
outside of the “river water” of the Chinese? During the 4 
June incident, the patriotic actions of Hongkongers 
could not be regarded as “well water” intruding into 
“river water” as, even if there was some intrusion, it was 
by a tiny minority. So how could he consign the majority 
of his Hong Kong compatriots to a hostile status? I 
guessed at the time that Jiang Zemin had probably done 
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so after hearing Li Hou and Lu Ping’s report, and 
accepting their inaccurate information and views. 

But before long, there was another incident over Jiang 
Zemin’s comments about the new airport. 


The British Hong Kong government's plan to build a 
new airport was a huge construction plan, which grew 
into a major incident in Sino-British political relations. 
Ji Pengfei had once asked my view, to which I had 
replied that while British Hong Kong had planned in the 
1970s to build a second airport at Ch’ihlachiao to replace 
the existing one, they had later shelved the plan when 
they learned that we were going to recover Hong Kong. 


Li pb in 1986, when Hu Ying-hsiang and Li Chia-ch’eng 

had proposed a plan even bigger than British Hong 
Kong’s for developing Tayu Mountain and the sea area 
west of Hong Kong Island, by building a second airport 
and ex the port zone, it had died in embryo 
because the British Hong Kong government did not 
support it. So the current British Hong Kong's bringing 
up again of the so-called “rose garden” plan to win 
popular support before its pullout and leave some cher- 
ished memories for afterwards, as well as acting in the 
interests of British firms before its pullout, was more out 
of political than economic considerations, or at least 
equally weighted. 


I said that in light of Hong Kong and even Mainland 
China’s economic growth, building a new airport and 
expanding the seaside docks was necessary and, having 
done a preliminary estimation of the investment possi- 
bilities, had found no major problems. Based on British 
Hong Kong’s past actions, there was not much possibility 
of a purely government investment, so that social funds 
would probably be used, to turn over some of the project 
through bidding to commercial operation, which was 
also the only way that British firms could benefit. Even 
with complete government investment and the comple- 
tion of the project in eight years not at their announced 
HK$100 billion framework but doubled to HK$200 
billion, the British Hong Kong government’s recent years 
of budget surpluses and average growth rates meant that 
as long as continued prosperity was maintained, it would 
be possible to draw on an average of over HK$20 billion 
a year. But it was guessed that the British Hong Kong 
government would not act in this way. I told Ji Pengfei 
that I had instructed the Policy Studies Department of 
NCNA’s Hong Kong Offfice to do a study, which I would 
send a report on to the center before long. 


But several days later, Jiang Zemin suddenly took a 
stand on the building of the new airport in British Hong 
Kong at a meeting with a group of Hongkongers, saying 
that “you are not the host, as we are going to have to pay 
the bill,” setting off another wave of negative feeling in 
Hong Kong public opinion. So I wondered: As they had 
already taken a stand and made a decision, why had Ji 
Pengfei not told me about it in advance? 


At the time, I wondered if Jiang Zemin’s statement about 
the “we” who would have to pay the bill referred to all 
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Chinese including Hong Kong’s Chinese residents, or to 
simply the mainland people or government? As the 
general secretary recently had painstakingly separated 
Mainland China’s “river water” from Hong Kong's “well 
water,” his current statement about “we” left one feeling 
that he meant only the mainland people or the Central 
Government. 


This was also the general public response. If the “we” 
was interpreted in this way, and the building of the new 
airport created a future deficit, how would the the 
mainland people or the Central Government “have to 
pay the bill,” as it would increase the burden on Hon- 
gkongers instead? It the general secretary was using this 
angle to warn the British Hong Kong government, he 
salaha have won tie bred eblnine of Wecthosante tis 
was still to wait for the situation to be clarified: 
Would the British Hong Kong government take on the 
whole project, not using social funds, which might be 
going beyond its means to leave the SAR Government 
with a bundle of debts and an unfinished project? The 
situation was not clear at the time. So this talk of “paying 
the bill” was too soon, obviously growing out of a 
mistaken confidence in the words of his “advisors.” 


Xu Jiatun’s Memoirs on Jiang Zemin’s 
Opposition 


94CM0152C Hong Kong LIEN HO PAO in Chinese 
22 Sep 93 


[Installment No 141 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”} 


[Text] From Hopes to Disappointment (Part Four of 


The subsequent cor tinuous economic dispute was some- 
thing that I had not guessed at the time would occur. At 
the time, I was working to organize visits north by 
Hongkongers, in an attempt to improve China-Hong 
Kong relations, give Hongkongers a better impression of 
the new Central leadership, and restore Hongkongers’ 
confidence. So the general secretary’s frequent state- 
ments on particular Hong Kong matters, which were out 
of line with Hong Kong’s realities (at least not in line 
with them completely), and which left no room for 
maneuver, had deteriorated my image among Hon- 
gkongers to the point where I could hardly understand it 
and was in great pain. 


After 4 June, certain prominent figures in the mid- and 
upper-levels of Hong Kong’s Chinese-foreign financial 
consortiums acted out of a lack of confidence in the CPC 
and the Chinese Government to secretly brew up a 
so-called plan for the “leasing of Hong Kong” from the 
Chinese Government for a decade after 1997. This idea 
was actually a remake of Britain’s plan to “exchange 
sovereignty for administrative authority” that had come 
up in the early Sino-British negotiations over the Hong 
Kong issue. It differed on the return of sovereignty over 


for them to put “ 
re eee eee run 
Hong Kong.” The second difference was that this admin- 
istrative authority was “priceless” at the time, with some 
“offering” $100 million a year, and others $100 million 
pounds sterling. 


the paper, a plan to “lease” Hong Kong 

the Chinese t for a decade for $1 billion 
Suites hse tee aneie “proposal” to me, I 
that they had probably cither been sent to me by 


u Hai-wen’s father-in-law Pao Yu-kang, or had 


people to be “hired” by Hong Kong Chinese financial 
consortiums to run Hong Kong would be Britains or of 
British ancestry. But when | asked them who they would 
favor “hiring,” they would not say, and talked evasively. 


But whether they were Chinese or foreigners, I told them 
that: 1) I would agree to report their requests to the Beijing 
authorities. 2) This is an extremely sensitive matter, with 
“very litle” possibility of being accepted by the Chinese 
Government. 3) They should not continue to spread this, 
particularly not discussing it further in the media or with 
the press. (I was concerned about the public aversion.) 
When Jiang Zemin became general secretary at the Fourth 
Plenary Session of the CPC Central Committee, {s+ came 
to talk with me, whereupon I reported the situation to him. 
I saw that he was listening with great interest so, after my 
report, I asked him: Should I give him a report on it in 
writing? To which Jiang Zemin replied very frankly, “yes, 
send a telegram.” I then asked him: “Should I also report 
it to Comrade Deng Xiaoping?” To which Jiang Zemin 
noded his head and said “alright.” Which was how | 
returned to Hong Kong and sent a telegram to “the Central 
Standing Committee and Comrade Deng Xiaoping.” 


During the Fourth Plenary Session, I neither went to the 
Hong Kong and Macao Affairs Office, nor discussed this 
matter with them. Before long, the Hong Kong and 
Macao Affairs Office held a meeting to discuss its Hong 
Kong work. Before the meeting had started, Ji Pengfei 
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bought up the telegram about this matter during a chat in 
his office, which Lu Ping criticized harshly as “the same 
old formula of turning traitor for personal gain!” When 
Zhou Nan responded in kind, Ji Pengfei had nothing to 
say. After the meeting, I happened to be walking along 
with Lu Ping, so told him that I had sent the telegram 
because after my oral report, Jiang Zemin had agreed 
that I should. 


A few months later, Jiang Zemin again stated publicly in 
a meeting with certain Hong Kong figures that he 
opposed this idea. I was quite surprised, wondering why 
he had not responded for so long. As Hong Kong interest 
in this matter had slackened, why was the general secre- 
tary publicly responding to it again? But I later learned 
that Lu Pins had complained about it to the Central 
Committee, misreporting what I had said, by saying that 
I had sent the telegram because Jiang Zemin had 
endorsed the proposal. Which is why Jiang Zemin made 
this public clarification. 


So agreeing that I should send the telegram was turned 
into an endorsement of the proposal per se, leading Jiang 
Zemin to readily believe Lu Ping’s one-sided account 
without verification, and leaving me quite disappointed. 


At the Fifth Plenary Session, Jiang Zemin gave a political 
report, and Li Peng also gave a so-called important speech. 
They raised high the flag of “improvement and rectifica- 
tion,” in an attempt to obstruct reform and opening. Jiang 
Zemin’s political report “targeted” a new thing that had 
appeared in the course of reform and opening—household 
operations, suggesting the need to ensure that the so-called 
illegally rich “lose their family fortunes.” And township 
enterprises must be sharply cut back.. with the majority at 
a group meeting of the Central Advisory Commission 
taking a stand “in support of” the reports by the new 
general secretary and premier, while others took another 
stand, emphasizing the need to observe the law of value. 
When the group director asked me to speak, I merely 
reported on the situation in Hong Kong, without taking a 
positive stand. But as to the “new policy” on household 
operations, I said that since reform and opening, there had 
been only policy provisions but no legislation on how to 
distinguish legal from illegal, so suggested accelerated 
legislation. There was much private discussion among 
those in attendance at this meeting, with many holding 
that the formula favored by Jiang and Li was out of line 
with current realities, so it would be hard to implement. 
When someone asked my view, I responded that: “I guess 
that it will not do, with possibly both local and public 
resistance. But while it may cause many problems in local 
work, things will get back to normal after a while.” 


This series of words and deeds by Jiang Zemin and Li 
Peng left me more disappointed that I could say. I was 
worried about both Hong Kong and the CPC! 
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Xu Jiatun’s Memoirs on Requesting Retirement 


94CM0173A Hong Kong LIEN HO PAO in Chinese 
23-26 Sep 93 


{Installments No 142, 143, 144, and 145 of the serialized 
memoirs of Xu Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[23 Sep 93 p 3) 
[Text] Events Shortly Before and After I Left My 
Country. Taking the Initiative in Retire- 


very 
sible, to change the situation. If I was to continue to work 
in Hong Kong but had to obediently follow the “blind 
command” from Beijing, proceeding on the basis of 


retirement.” I replied: “I am already over 70. Too old. 
Too busy. Already feel mentally tired. Often feel 
exhausted. I do hope the center will give approval.” All 
this was true. But I thought it better not to mention the 
main reason. At the same time I raised some demands: I 
planned to live in Shenzhen and do some investigation 
and research work as my ability would permit. On the 
one hand Song Ping said: “Now is not the t:me for you to 
retire. Don’t think about this issue.” On the other hand 
he also said: “For the time being the center cannot find 
a suitable person to succeed you.” I recommended: “Ye 
Xuanping is suitable. He is from Guangdong and 
familiar with the situation in Hong Kong, and have had 
much contact with personalities in Hong Kong and 
Macao.” Song Ping said: “This is a good idea, and may 
produce mostly good results.” 


Several days later, when the Fifth Plenum was still going 
on, Song Ping asked the Central Organization Depart- 
ment deputy head in charge of Hong Kong and Macao 
cadres to tell me not to think about the issue of retire- 
ment, informing me that the center had truly not con- 
sidered the issue. Another message was that if there 
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should be retirement in the future, then those few 
demands would not be a problem. 


Around this time I also met Yang Shangkun. I asked him 
to transmit to the center my request for retirement. Yang 
Shangkun readily said: “‘No consideration for now. Con- 
tinue to work for a while, and then we will see.” I insisted 
that he transmit the request. He shook his head and did 


not approve of my making the request. 


In order to make Beijing let me retire, I decided to make 
use of my public appearances in an effort to create an 
atmosphere so that the people of Hong Kong could also 
become psychologically prepared. On 11 December 
1989, I was invited to the ribbon-cutting opening cere- 
mony of the Dynasty Club owned by the tycoon Cheng 
Yu-tung. When interviewed by reporters, I took the 
initiative in telling them that I had submitted to the 
center my request for retirement. After Beijing learned 
the news, first, I received a telephone call from Yang 
Shangkun’s secretary, who said that Yang Shangkun was 
somewhat unhappy and transmitted a message to me: 
“Don’t mention the matter of retirement again.” Then 
people in Beijing told me that Zhongnanhai had made a 
new decision on the personnel of the Hong Kong Branch 
of the Xinhua News Agency and that Zhou Nan [0719 
0589] would come to Hong Kong to take over my job. 


I was very happy, but upon learning this information the 
colleagues all faulted me for openly taking the initiative 
in talking about retirement, “thereby giving them an 
opportunity.” 


On 23 December the center sent a telegram, asking me to 
go to Beijing immediately. I knew that this trip was 
related to the matter of my retirement. I arrived in 
Beijing the next day. In the evening of the same day Li 
Peng, Song Ping, and the head of the Central Organiza- 
tion Department summi..ned me to Zhongnanhai. They 
came straight to the point. As soon as they sat down, they 
announced: “The center has decided that you retire and 
be succeeded by Zhou Nan. What do you think about the 
decision?” They did not say that I had taken the initia- 
tive in requesting my retirement but instead said, “The 
center has decided.” I replied, smiling: “Thank the 
center for approving my request for retirement.” I also 
suggested: “Zhou Nan may immediately come to Hong 
Kong to take over the job. It might be advisable to 
announce the decision after the National People’s Con- 
gress [NPC] has adopted the Basic Law, so as to let the 
people of Hong Kong get psychologically prepared and 
have a peaceful New Year.” They immediately said that 
this suggestion could be considered. But, later they 
considered this move made by me to be an attempt at 
“hanging on to my post,” and decided to take further 
measures to make me leave Hong Kong promptly. (142) 


[24 Sep 93 p 3] 


[Text] Events Shortly Before and After I Left My 
Country. Taking the Initiative in Requesting My Retire- 
ment (Part Two of Two)}—The Suggestion That I Be 
Transferred Back After the Adoption of the Basic Law 
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Was Rejected; Zhou Nan’s Xinhua News Agency 
Appointment Was Announced Without Being Considered 
by the NPC Standing Committee. 


As the talking drew to a “close,” I stood up to say 
goodbye. Suddenly Li Peng turned around and asked 
Song Ping: “Have the senior comrades been informed?” 
Song Ping said: “Comrade Xiannian knows this. The 
secretaries of the others are all present and will make 
their reports.” I knew that persons such as Deng 
Xiaoping and Chen Yun would all have their secretaries 
participate in the meetings of the Standing Committee 
and the secretariat in order to keep informed of the 
details of the discussions at the meetings. Their question 
and answer showed that Li Xiannian already knew the 
decisions to dismiss me and appoint Zhou Nan (later I 
also learned that Zhou Nan had been recommended by 
Li Xiannian), and that the other senior comrades, per- 
haps referring to Deng Xiaoping and Chen Yun, might 
not have been informed beforehand. 


The next morning I met Ji Pengfei [1213 7720 7378}, 
who said, seeming to be trying to show his powerlessness 
with regard to the matter, that Song Ping merely told him 
at a public rally that Zhou Nan would take over my job, 
and did not solicit his opinion. Ji Pengfei also told me 
that he once said to Song Ping: “Zhou Nan has diplo- 
matic experience, but the Hong Kong job is a compre- 
hensive one.” He also said to me: “They do not under- 
stand the situation. You have developed a new situation 
in Hong Kong and made great contributions.” He was 
still indicating his powerlessness on this matter. I smiled 
and replied: “The reason was your excellent leadership. 
But while talking to me, Li Peng and the others did not 
say a single word about my six-year work in Hong Kong. 
I don’t know their assessment.” 


In the afternoon Ji Pengfei asked someone to tell me that 
the center had decided to ask all the responsible persons 
of the CPC Hong Kong and Macao Work Committee 
(i.e., the several deputy directors of the Hong Kong 
Branch of the XINHUA NEWS AGENCY) to come to 
attend a meeting in Beijing. For Li Peng and the others 
were unhappy about my attitude expressed on the pre- 
ceding evening, considering me to be trying “to hang on 
to my post” and intending to take measures. 


On 25 December Jiang Zemin presided over the 
meeting; Li Peng was late for half a hour. Song Ping, Ji 
Pengfei, Li Hou, Lu Ping, and Zhou Nan attended the 
meeting; all the deputy directors of the Hong Kong 
Branch of the XINHUA NEWS AGENCY were also 


present. 


Jiang Zemin started by announcing the center’s decision 
that I retire and be transferred back, and that Zhou Nan 
take over the job. The suggestion, made by me and some 
deputy directors of the Heng Kong Branch of the 
XINHUA NEWS AGENCY, that I be transferred back 
to the hinterland after the adoption of the Basic Law had 
been rejected. It had been decided that a public 
announcement be made on |5 January 1990, and that 
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Zhou Nan immediately go to Hong Kong to take over the 
job. In his speech Jiang Zemin responded to the remark 
I had made to Ji Pengfei, saying: “Comrade Xu Jiatun 
has done a great deal of work in Hong Kong, and has 
made achievements.” Li Peng came very late, and made 
some harsh comments rejecting our suggestion regarding 
the takeover. 


Ji Pengfei said nothing from the beginning to the end. 


It was very abnormal, within the CPC, to hold such a 
meeting and use such an approach to announce the 
transfer or dismissal of a high-ranking cadre and for 
leaders to assume such an attitude toward the matter. In 
my lifetime I had been transferred from my jobs many 
times, but had never seen such a “solemn” situation. 


According to usual practices, after the party made the 
decision on my dismissal and Zhou Nan’s appointment, 
the State Council should raise the matter to the consid- 
eration of the NPC Standing Committee. The dismissal 
and appointment should be announced only after being 
approved by the NPC Standing Committee. However, 
unusually, Zhou Nan’s assumption of his office in Hong 
Kong was announced in the news released by the 
XINHUA NEWS AGENCY in Beijing on 15 January 
1990. The NPC Standing Committee did not even 
discuss the issue as a matter of formality. There has been 
no announcement by the NPC Standing Committee to 
this day. In trying to transfer me back to the hinterland, 
Jiang Zemin, Li Peng, and the others did not even bother 
to put up a facade. (143) 


[25 Sep 93 p 4] 


[Text] Events Shortly Before and After I Left My 
Country. Leaving Hong Kong After Being Relieved of My 
Office (Part One of Two)—I Retired as I Had Wished, 
But to My Surprise Jiang and Li Would Not Let the 
Matter Drop; Zhou Nan Did Not Say a Single Word 
About My Leaving Hong Kong at the Farewell Banquet. 


After the 25 December meeting, I returned to Hong 
Kong right away, and immediately moved out of the 
Hong Kong Branch of XINHUA NEWS AGENCY 
Building, vacating the office. Colleagues advised me not 
to be in such a hurry and said that when being trans- 
ferred back to the hinterland Li Chuwen and others all 
had left Hong Kong six months after the respective 
announcements, hoping that I would also stay in Hong 
Kong a bit longer after leaving office. I thanked them for 
their kindness, and immediately started packing, trans- 
porting my personal belongings to Shenzhen. It seemed 
to me that it had not been just for one or two days that 
Jiang and Li had wanted me to leave Hong Kong early. 
As I had fulfilled my wish to retire, leaving early could 
get me extricated from the dispute-infested place early. 
This was something my colleagues did not think about. 
But at the time I did not thought that Jiang and Li would 
not drop the matter, and that the “next chapter” was 
waiting for me. 
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I planned to go to Shantou on 9 February to participate 
in the opening ceremony of Shantou University built on 
the basis of the donation from Li Ka-shing, to come back 
to Hong Kong on the 11th, and to leave Hong Kong for 
Beijing on the 12th to attend the last plenary session of 
the Basic Law Drafting Committee. I thought that the 
12th would be the day when I would be officially relieved 
of my office and leave Hong Kong. 


After learning that I would soon retire and ieave Hong 
Kong, China’s institutions in Hong Kong and people in 
society all came, suggesting the holding of farewell ban- 
quets for me. If I accept the suggestions, then not only 
would there not be enough time, but such events would 
also cause resentment on the part of some people in 
Beijing when the news spread. On ithe other hand, if I 
should accept some invitations, then I would be sus- 
pected of showing favor; therefore I politely declined all 
the invitations. The heads of some major Chinese-owned 
institutions in Hong Kong would not agree to that and 
insisted on “showing their sentiments” in some way. In 
the end they made a compromise proposal that a farewell 
dinner be held on the 50th floor of the Huarun Building 
one day before my leaving Hong Kong. I could not but 


accept the proposal. 


Zhou Nan would arrive in Hong Kong on 5 February. |! 
and the deputy directors decided to expand the Spring 
Tea Banquet so as to introduce the new director of the 
Hong Kong Branch of the Xinhua News Agency to the 
people of Hong Kong and to say goodbye to the people of 
Hong Kong. The general office estimated that the 
number of participants would be larger than in the 
previous National Day banquets held by the Hong Kong 
Branch of the XINHUA NEWS AGENCY. As the place 
we usually rented might not be able to accommodate 
3,000 people, the main conference hall of the Interna- 
tional Trade Conference Center, which could accommo- 
date 4,000-5,000 people, was rented. On the day of the 
banquet people of all circles in society came to the 
conference hall. In my speech, I especially introduced the 
new director Zhou Nan to people, wishing Zhou Nan 
“well,” and said farewell to Hong Kong compatriots and 
Chinese and foreign friends, expressing my gratitude for 
the support given to the Hong Kong Branch of the 
Xinhua News Agency and to myself over the six years. 
Standing on the podium and facing the thousands of 
pairs of eyes in the hall, I had all kinds of thoughts, and 
did my best to control my strong emotions. After the 
toasting, I hurriedly retreated to the lounge. While still in 
Beijing Zhou Nan had sent a telegram to the general 
office of the Hong Kong Branch of the XINHUA NEWS 
AGENCY, asking it to prepare his response speech at the 
banquet. She Mengxiao, deputy director and secretary 
general, had personally drafted the speech for him. As 
Zhou Nan liked to cite ancient poems, he also had cited 
two lines of a Tang Dynasty poem for Zhou. The text had 
then been sent to Zhou Nan in Beijing by fax. But 
unexpectedly Zhou Nan did not use a single word from 
the text after coming to Hong Kong, and instead used a 
text that he said he had prepared himself. The speech in 
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no place mentioned my name, Xu, and did not have a 
single word about Xu’s leaving Hong Kong, totally 
ignoring the “newcomer ”” speech made by the 
host of the banquet, thereby astonishing the participants. 


Seeine this abnormal occurrence, not only did colleagues 
in the branch ask me after the banquet, “What was going 
on?” but people in society also talked about the incident. 
Many people made phone calls to ask people to inquire 
of colleagues in the branch, asking: “Have you noticed 
it?” and “why?” 


I felt that this could not have been Zhou Nan’s own 
“creation,” and that he would not have dared to behave 
in such an arrogant manner without being backed by 
“instructions.” 


Li Ka-shing had already invited me to the 9 February 
opening ceremony of Shantou University built on the 
basis of Li Ka-shing’s donation. Zhou Nan had 


gested to Li that Zhou Nan be also invited; Li agreed and 
sent out an additional invitation. I and Zhou Nan 
planned to go to Shantou together and to come back to 
Hong Kong together. 


Li Ka-shing’s donations to projects in China were mainly 
concentrated on Shantou University. At the time his 
donations to Shantou University had already totalled 
HK$560 million, and in addition a foreign exchange 
fund had also be set up for the purpose of hiring foreign 
professors. He had said to me that he had planned to 
invest in the Shantou Power Plant, and that he would not 
take the power plant’s future profits which could be used 
to cover Shantou University’s operational expenses. In 
the process of establishing Shantou University, Li Ka- 
shing had had many differences with some personnel of 
Guangdong Province in charge of the matter. In some 
cases he raised the relevant matters to my attention, and 
I then took up the matters with the relevant supervisory 
agencies in Beijing and Guangdong, presenting my own 
opinions and expressing the hope that they would help 
resolve the problems and reduce Li’s difficulties so that 
things could proceed as much as possible according to 
Li’s ideas. (Installment No 144) 


[26 Sep 93 p 2] 


[Text] Events Shortly Before and After I Left My 
Country. Ne ee eee 
Office (Part Two of Two)—I Was Very 

the Fact That Only Li Tieying [2621 6993 2503] Hed 
Been Sent To Attend the Opening Ceremony of Shantou 
University; The Center Asked Me Not To Turn Over the 
Responsibility for Taiwan Work; Zhou Nan Was Rather 
Unhappy About It. 


Li Ka-shing was not only involved in matters of funds 
but also in matters of the school’s size, capital construc- 
tion, and teaching material. He had asked Chuang Shih 
Ping, former chairman of the board of directors of 
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Nanyang Bank to serve as an advisor of Shantou Uni- 
versity and also asked Huang Lisung, former chancellor 
of the University of Hong Kong to serve as an advisor. 
Usually there were seven or eight people from Li's 
company among those in charge of the construction of 
Shantou University. He had even sent his own secretary 
to provide help. All this showed the importance Li gave 
to Shantou University. He once to!d me: “I have devoted 
a great of deal of my energy to making Shantou Univer- 
sity a prestigious university.” 


pact cant he scl ant ns ted etme nig ol 


Ningbo, the center had treated him with honor. Not only 
State Counselor Gu Mu [6253 3668] but Li, 
chairman of the NPC Standing Committee, attended the 


i 


ang, NPC Standing Committee Chairman Wan Li, and 
Premier Li Peng, attend the opening ceremony of 
Shantou University. They had all said that the suggestion 
would be considered. After the 4 Juneh incident I again 
suggested that Jiang Zemin, the new general secretary, 
and Premier Li Peng attend the opening ceremony and 
go to Shenzhen after the ceremony to meet with people 
of various circles in Hong Kong. But in the end they only 
sent Li Tieying, the head of the State Education Com- 
Se a on ee | ee ee 
poin 


Li Ka-shing’s wife died before the opening ceremony, 
and Li felt great sorrow. I specially visited him, and 
attended the memorial ceremony and funeral. Li told me 
that he was very sad because of his wife’s death, and that 
his attending the opening ceremony would not be 
affected. I also told him that I would definitely attend the 
ceremony. He said: “I will have a specially chartered 
plane to take you there and then bring you back.” I said: 
“You don’t have to pay any attention to making me 
comfortable. It is better to be casual. Let us see who the 
center will send here (at the time we did not know that Li 
Tieying would come).” However, he still personally 
came to the airport to greet me, and arranged for me to 
stay in the “Presidential Suite” of the best hotel in 
Shantou City. 


If only I would ask, Li would always consider making 
donations to the hinterland. His donations for the Asian 
Games in Beijing and the Cultural Foundation of Hong 
Kong had in each case totalled around HK$10 million. 
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PROVINCIAL 


Sichuan Urban Residents Increase Income in 1993 


94CE0303Q Chengdu SICHUAN RIBAO in Chinese 
9 Feb 94 p 2 


[Summary] In 1993 per capita income of urban residents 
in Sichuan Province was 2173 yuan, an increase of 363 
yuan, or 20 percent over 1992. 


FINANCE, BANKING 


Heavy Taxation Causes Corruption, Discontent 


94CE0254A Paris MINZHU ZHONGGUO 
a TIC CHINA] in Chinese No 18, Nov 93 
Pp 


[Article by Yang Hui ($017 1920): “China’s Taxation 
Black Box”—the writer Is a Mainland Chinese With a 
U.S. Doctorate in economics] 


[Text] Editor’s note: Of late, the authorities of Mainland 
China are taking a host of measures to rectify the 


has attracted widespread attention. However, another 
bottleneck in China’s economic reform, namely taxation 
and the reform of the tax system, has all along been 
overlooked by the media. Last August the World Bank 
published an evaluation report on China’s current 
economy. In an unequivocal manner, it told the Main- 
land Chinese authorities that tax reform should be an 
urgent task in China’s economic restructuring. In this 
context, we have arranged to publish the f i 

special-topic article for our readers: [end of editor’s note] 


“The Kuomintang is known for its numerous taxes; the 
Communist Party is noted for its countless meetings.” 
This was once an often-quoted saying. As time has 
passed by, however, this once-prevailing saying has 
taken on a new version: “The Communist Party has even 
more taxes than its meetings.” This is really a dramatic 
change in the state of affairs. 


If we pick up a newspaper or a magazine, we will see it is 
full of astonishing news: The taxation department in 
such and such a place was under attack, and its tax 
officials were beaten up. Farmers in Sichuan and 
Guizhou staged massive riots because of the unbearable 
taxes and other levies imposed by various levels of 
officials. In the past, streets were flooded with posters 
and signs reading “class struggle, once grasped, will work 
wonders.”” Now, this slogan has been replaced by “Res- 
olutely Strike at Tax Evasion!” Despite this change, the 
relentless atmosphere remains the same. 


Zhou Enlai served as premier for many years. While no 
comprehensive marriage law was worked out during his 
tenure, a tax law was enacted as early as 1950. It has been 
over a decade since the reform and open policy was put 
into force. However, no media law has been promul- 
gated, nor is there a comprehensive law on banking. On 
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the other hand, there are close to 30 tax laws of one kind 
or another. It goes without saying that all rulers in 
history used taxes to squeeze out the people’s money. 
The Communist Party is no exception to this. 


In the West, paying tax is known as paying “the price for 
civilization.” If tax is collected and used in the proper 
way, it is, of course, helpful to the progress of society. Let 
us see if the Chinese Communist Party’s tax laws and the 
revenue from taxes have served the purpose of pro- 
moting social progress; in other words, if the price paid 
by the people is worthwhile. This is a subject of great 
interest. 


There are innumerable taxes, big and small. 


The current taxes in China are so numerous as to make 
the people confused. 


The following is a case in point (the person's name is 
pseudo): 

Hu You and his four friends set up a small neighborhood 
wholesale store in a medium-sized city in southern 
China. The store’s business was to supply goods to 
individual small businessmen. After one year, they 
earned 150,000 yuan in gross profit, which was a pretty 
good return. Both Hu You and his employees were 
happy. They intended to use part of the profit to expand 
their business. Beyond their expectation, however, when 
the tax official came to assess the taxes, they found that 
they could not spare a single penny. Worse still, they 
even had to borrow money from the bank for next year’s 
operations. The following is a summary of their 
accounts: 






































Gross profit 150,000 
Expenditures Balance 
Business tax 1$,000 135,000 
Costs 30,000 105,000 
Wages 40,000 65,000 (net profit 
before tax) 
Income tax (48%) 31,200 33,800 
Urban construction 2,184 31,616 
tax 
Energy tax 3,380 28,236 
Education surtax 150 28,086 
Bonus tax 20,000 8,086 
Total 141,914 8,086 
including 77,914 of 
taxes 











After seeing the tax official’s calculation, Hu You and his 
employees were shocked. Only a few thousand yuan 
would be left after the tax payment. What is more, they 
had to pay the levies imposed by the local government. 
As a matter of fact, they had planned to satisfy the 
demands of the local government and neighborhood 
officials in the hope that they could do their business 
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without impediment next year. Now that they found 
they had practically no money left in hand, their dismay 
can be imagined. 


China’s tax system is most complicated, overloaded with 
trivial details, and quite confusing. Not only are there 
numerous categories of taxes, but some of them overlap 
each other. As pointed out frankly in Contemporary 
China, a series of books with Deng Liqun as the editor- 
in-chief, the Chinese tax system is a “multi-level and 
multi-link compound tax system marked by a large 
variety of taxes collected on numerous occasions.” Com- 
plicated and confusing as the system is, its purpose is 
quite clear: The more tax revenue, the better. Ana it 
doesn’t matter whether or not the tax imposed is condu- 
cive to production and social progress. The following 
joke is representative of the Chinese people's view on the 
tax system. 


A famous acrobatic troupe came to a place to give 
performances. In one of the performances, a Hercules- 
type performer squeezed a lemon dry with his hands. 
Then, he announced that the troupe would give a 100- 
yuan prize to anyone who could squeeze out one more 
drop of juice from the lemon. Encouraged by the hand- 
some prize, several vigorous young guys mounted the 
stage one after another, but none of them could squeeze 
out a single drop of juice from the lemon no matter how 
hard they tried. At this time, everyone extolled the 
performer. Suddenly, an old man mounted the stage, his 
advanced age and thin physique drawing laughter fiom 
the audience. Acting slowing with full confidence, this 
old man, whose hands were wizened, squeezed out a 
spoonful of juice from the lemon. With his eyes glaring 
and voice trembling, the performer asked the old man: 
“What is your occupation?” “i work with the tax 
bureau,” replied the old man unattentively. 


If we look into the procedure that a product goes from 
the factory to the customer, we will see the layer upon 
layer of taxes that have to be paid and the overlapping of 
these taxes. Take steel products as an example. The 
factories and mines are required to pay a resource tax 
and a product tax. The wholesale dealer must pay a 
certain industrial and commercial tax. When the product 
reaches the retail store, a business tax has to be paid. If 
other taxes levied on these three tiers (such as those 
listed in the above table) are taken into account, cer- 
tainly there is no profit to make from the product. 


People cannot help but feel surprised at the large variety 
of taxes currently in effect. Now, there are nearly 30 
different taxes in the industrial and commercial tax 
category. These, plus the customs duty, agricultural tax, 
and other special taxes give a total number of no less 
than 50. This is really a case most suitably described by 
the saying: If you don’t calculate it, you won't know it; 
once you calculate it, you'll be shocked. 


It should be noted that China replaced the profit- 
delivery system with the tax-payment system as late as 
1983. The appearance of so many taxes in such a short 
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period of time makes people surprised at the work 
efficiency of the Chinese bigwigs. Matter-of-factly, how- 
ever, this high efficiency is understandable if we look 
into how the Communist Party has amassed money since 
it seized the reins of government. When the Communist 
Party took over Mainland China, the several- 
decade-long civil war had just ended and the country 
could hardly regain its breath. Then, the Chinese Com- 
munist regime blatantly joined the Korean War. Facing 
the requirements of supporting a big war machine on the 
one hand and consolidating the fledgling political power 
on the other, the Communist Party could do nothing but 
squeeze out as much as possible from the national 
product. Unlike all newborn feudal regimes in history 
which, as a rule, implemented a rest and recuperate 
policy, the Chinese Communist regime totally followed 
the example of the wartime communist economic policy 
pursued by the [former] Soviet Union. It put all revenues 
and expenditures under its control, exercised military- 
style financial and tax management, and proceeded step 
by step to eliminate practically all private industries and 
businesses. At that time, only two categories of industries 
and businesses were allowed to exist, namely, state- 
owned enterprises and collective enterprises. This way 
every penny earned by the enterprises could be put into 
the “State Treasury.” In agriculture, it nationalized 
every piece of land so that it could impose a high 
agricultural tax with no loophole for tax evasion. During 
the years of Mao Zedong, the nation’s revenue budget 
accounted for some 40 percent of the national income, 
the highest percentage being 45 percent. Given such a 
high accumulation rate, we can imagine that every penny 
saved by the people after meeting their subsistence was 
taken away by the Chinese Communist regime. This is 
why even the Chinese Communist regime itself later 
acknowledged that it “owed too much” to the people. 
After the start of the economic reform, the profit- 
delivery system could no longer meet the needs of a 
modern economy, and with the implementation of the 
tax system, the only way to get more revenue is to impose 
a large variety of taxes on the people. 


As revealed by an article in JINGJ} CANKAO BAO, a 
survey of 183 state-owned enterprises shows that 81.6 
percent of their 1989 net income was turned over to the 
state in the form of tax payment and 10.2 percent was 
used to pay off loans, leaving only 8.2 percent that could 
be retained by the enterprises. The tax burden on private 
enterprises owned by individuals was even heavier. 
Their tax payment accounted for more than 85 percent 
of the profits, and this did not include their individual 
earnings regulatory tax. 


There are innumerable overt and covert taxes. 


The above-mentioned taxes are specified by law and are 
known as central government taxes. In fact, they are not 
the only taxes that taxpayers are required to pay. Besides 
central government taxes, there are local taxes and 
v’ rious kinds of levies not specified by law. 
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Now, in China, all levels of government can formulate 
quasi-tax policies to boost their revenues. For example, 
in addition to regular taxes, the central government is 
collecting construction funds for key energy and trans- 
portation projects, budget adjustment funds, and an 
education surcharge. Following the central government’s 
steps, local governments are collecting three to five 
different kinds of funds—even as many as eight kinds of 
funds in some cases—plus a variety of fees. Examples of 
the funds collected are education funds, civil affairs 
funds, aid-to-the-poor funds, telecommunication devel- 
opment funds, family planning funds, and water and soil 
preservation funds. A real estate company in a county in 
Sichuan wanted to erect three buildings as a business 
project. The budget was 4 million yuan, but it was 
required to pay as many as eight kinds of fees, totaling 
1.023 million yuan. These included the new area devel- 
opment fee, network construction fee, auxiliary urban 
construction fee, educational facility fee, garbage trans- 
portation fee, and construction management fee. 


In a certain sense, fees collected from individuals by 
local governments and administrative organs at various 
levels are a form of tax revenue. For instance, many city 
governments in Guangdong Province have imposed a fee 
on new households moving into their respective cities 
with amounts ranging from 3,000 to 10,000 yuan. For 
Shenzhen City, the fee is 10,000 yuan, and for Zhuhai 
and Guangzhou cities, it is 5,000 yuan. A county educa- 
tion bureau in Guangdong requires a payment of 7,000 
yuan from each teacher who wants to change his or her 
job from teaching to other professions. In fact, there are 
fees of all descriptions. If you want to marry, you have to 
pay a marry registration fee of 80-300 yuan. If you want 
a government office to affix its seal on a document, you 
have to pay 10-20 yuan. If you have a new baby and want 
to include him or her in your household residence 
record, there is a fee of 300 yuan. Even in the case of 
distribution of the “relief grain subsidy,” a 20 percent 
handling fee has to be deducted from the subsidy. This 
really makes the people indignant. 


The numerous levies are another form of tax. According 
to a newspaper report, a survey covering 523 private 
enterprises in Henan Province shows that they are 
required to pay more than 50 kinds of levies and fees. 
This is 120 percent more than the taxes specified by law. 
A town in Guangdong’s Shunde county is collecting as 
many as 38 kinds of levies from private enterprises. A 
survey conducted in a county in Jiangsu Province shows 
that 92 party and government organs and institutions 
were collecting money from the three county-owned 
factories. There were 52 different kinds of levies, totaling 
820,000 yuan. 


The heaviest levies are those imposed on farmers. Usu- 
ally, there are very few industrial and commercial enter- 
prises in the area administered by the grassroots rural 
government. So the only way to get an extra revenue is to 
impose more levies on farmers. Now, most local govern- 
ments have imposed over a dozen kinds of levies on 
farmers. Since the agricultural tax and other levies 
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imposed on farmers take away more than 50 percent of 
their income, farming has become a nonprofitable 
undertaking. For this reason, many farming families in 
Guangdong have left their land idle and moved to other 
places to do sideline work. Knowing this, we should not 
be surprised that farmers in Fengyang County, Anhui 
Province, have made the following remark: “Now, we 
are short of nothing but Chen Sheng and Wu Guang 
[Chen Sheng and Wu Guang were two farmers who led a 
revolt against the Qin Dynasty in Chinese history]. 


At this point, we cannot help but admire the wisdom of 
Buddhism. Many Buddhist temples hang a couplet, one 
part of which reads: “Seeing that there is no definite law 
ek em MO See ee Oe eee ee OP 


What is the result of heavy taxation? 


Everyone knows that China’s current tax system is 
irrational and cannot meet the requirements of modern 
economic development. Can the numerous taxes bring a 
large tax revenue to the Chinese Government? In fact, 
the answer is negative. According to the China Statistic 
Yearbook for 1992, the 1991 revenue was 361 billion 

yuan (of which more than 80 percent is tax revenue), 
hich ansnunsed for cally 0 tittle anere than 18 percent of 
the GNP. Compared with the 31 percent registered in 
1978 before the replacement of the profit delivery 
system by the tax payment system, apparently this meant 
a big drop in the proportion of state revenue in the 
national economy. In developed countries, the state 
revenue averages 40 percent of the GNP. Sweden’s state 
revenue even accounts for more than 60 percent of the 
GNP. In China, which is a developing country, a drop in 
such percentage means that less funds are available for 
investment in expanding reproduction—an unfavorable 
situation for national economic development. 


How can such heavy taxes yield only low revenue? 
According to the well-know Laffer Curve in the tax 
theory, a heavy tax burden has an acverse effect on 
production, and the result is a low tax revenue. In China, 
however, the situation is different. The only explanation 
for the low tax revenue is low efficiency in tax manage- 
ment—that is, a large amount of tax revenue has been 
lost. 


In China, a lot of money is spent for tax management. 
Now, the country has an excessively large tax work 
contingent. There are as many as 600,000 tax workers. 
The money spent each year for their salaries, bonuses, 
and welfare benefits amounts to 4 billion yuan, and the 
administrative expense is as high as 2.3 billion yuan. The 
tax management expenses are equivalent to more than 2 
percent of the net tax revenue. This percentage is more 
than twice as much as that in developed countries. 
Moreover, this does not include other related expenses 
and the cost of time consumed by enterprises in pre- 


paring tax reports. 


The heavy tax burden has created lots of instances of tax 
evasion because enterprises would make no profit if they 
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fully complied with the tax laws. According to statistics 
compiled by China’s department concerned, the nation’s 
loss of tax revenue is at least some 100 billion yuan per 
year, exceeding one-third of the annual net tax revenue. 
As for the extent of tax evasion, state-owned enterprises 
evade 50 percent of their tax liability, township enter- 
prises 60 percent, self-employed workers and busi- 
nessmen 80 percent, and individuals 95 percent. Enter- 
prises have all kinds of strange tricks to evade taxes, two 
methods commonly in use being forging accounting 
records and fraudulently exaggerating costs. An enter- 
prise in Shenzhen had an annual business volume of 
some 3 million yuan, but falsified its records to show 
700,000 yuan in order to pay less tax. Some enterprises 
even submit fraudulent tax reports to show losses instead 
of profits. A private workshop in Henan’s Shanggiu city 
did contract work for a military plant between 1986 and 
1992. It committed tax evasion in the amount of some 
1.6 million yuan by forging receipts and invoices and by 
issuing so-called “big head and small tail” invoices. 
There are lots and lots of cases like these, and what have 
been discovered are but a drop in the ocean. In addition, 
many officials have taken advantage of their positions or 
easy access to market information to engage in stock 
trade, particularly stocks issued for in-house share- 
holders. By buying and reselling such stocks, they can 
earn several dozen thousand yuan in profit, but they do 
not pay a single penny of income tax. 


Of course, there must be a favorable environment for the 
existence of so many tax-evasion cases. Tax officials take 
bribes from tax evaders to line their pockets. Not only do 
they turn a blind eye to acts of tax evasion, but some of 
them even help taxpayers to unjustifiably reduce their 
tax liability or get a tax refund. In Guangdong, many 
grassroots tax cadres never have to pay by themselves 
when eating out. All that they need to do is to tell the 
restaurant to charge the account of such and such an 
enterprise. This is already an open secret. In a county 
town in Guangdong, a number of new storied houses 
have been built by private owners. Most of the owners 
are party and government cadres, of whom 20 percent 
are tax cadres. So the area is called a “villa of thieves” by 
the local people. A real estate company in Guangdong 
earned an annual profit of 3 million yuan and had to pay 
an income tax of 1.65 million yuan according to the tax 
law. In fact, it only paid 200,000 yuan to the government 
after spending nearly 100,000 yuan bribing the tax 
officials. In China where “the embezzlement trend at the 
end of the century” is becoming increasingly pro- 
nounced, no matter how many laws are enacted, they are 
but scraps of paper. The local governments and tax 
cadres can do whatever they like. For their own interests, 
they can formulate tax-reduction and exemption policies 
that are inconsistent with the tax laws. Some economists 
have sounded the alarm that with the tax laws and 
regulations badly marred by local governments and 
enterprises, China’s tax system has practically collapsed. 


The heavy tax burden has evoked strong resistance from 
the people. The past few years have seen a lot of 
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instances where people revolted against heavy tax 
burden. Statistics compiled by the China State Admin- 
istration of Taxation show that between 1987 and 1991 
there were 14,176 anti-tax revolts, including 1,916 cases 
in which tax organs were stormed. The 1993 massive 
anti-violence action staged by farmers in Sichuan was a 
powerful reaction to the government's excessive taxes. 
According to statistics, more than 200 such collective 
and organized anti-tax activities were staged by farmers 
last year. The increasing number of smuggling cases may 
be perceived as activities derived from the anti-tax 
action. As revealed in a report submitted by the General 
Administration of Customs to the State Council in 1991, 
each year the state lost about 30 billion yuan in customs 
duty and 8.5 billion yuan in industrial-and-commercial 
taxes as a result of the increased smuggling activities. 


Another effect of the current tax system is the intensifi- 
cation of inequality in society. The layer upon layer of 
taxes have distorted the prices of commodities. Let us 
still take steel products as an example. When a product 
has reached the consumer, three layers of taxes have 
been paid. To make a profit, the enterprises must shift 
the tax burden to the consumer. Because of this, the price 
of the product reaching the consumer has been distorted 
again and again and increased by a big margin. Ulti- 
mately, the tax burden is not on the enterprises but on 
the people at large. On the other hand, those who get an 
extra income are not effectively taxed. This means that 
the current distribution of tax burden is in the nature of 
a regressive tax rate; in other words, the poor are 
required to shoulder a heavier tax burden, while the tax 
burden on the rich is lighter. An example is the above- 
mentioned stock traders who can earn several hundred 
thousand yuan but pay no income tax at all. Meanwhile, 
the government is indifferent to this phenomenon and is 
not playing an effective role in adjusting the income 
distribution. As a result, some people are taking advan- 
tage of their power to create more and more wealth or to 
earn an increasing amount of capital gains, while the 
income of the poor is becoming less and less. This has 
aggravated the unequal distribution of wealth and added 
to unfairness in society. 


A conclusion derived from the above is that China’s tax 
system is inefficient and unfair. 


Who are the guests at the ball and feast financed with 
tax revenue? 


Who are to enjoy the cake of tax revenue? Who are the 
guests at the tax feast? 


With the collapse of the myth of being a “great, glorious, 
and correct” party, there is a doubt about the way it uses 
the tax revenue. Modern Western economics represented 
by Niskanen has an incisive thesis on the waste of a 
nation’s assets by the government acting as a monopoly 
power collective. Chinese economist Qian Jiaju has also 
made an estimate of the waste caused by China’s 
planned economic system. According to his estimate, of 
the more-than-1.2-trillion-yuan fixed assets owned by 
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the state, some 600 billion yuan worth of assets are left 
idle. As can be seen, the huge amount of fixed assets 
created by the all-people ownership system, though 
praised by hack economists, is actually a big waste. 
According to data published in the 1992 China Statistic 
Yearbook, the nation’s main expenditures other than 
capital construction investment and education spending 
were as follows: The administrative expense accounted 
for 10 percent of the total spending. The price subsidy 
was also close to 10 percent of the total spending. 
Subsidies to loss-incurring enterprises was equivalent to 
17 percent of the net tax revenue. 


A report by the CPC Central Discipline Inspection 
Commission reveals that the nation’s public funds spent 
each year for banquets and travels have exceeded 120 
billion yuan. This is more than one-third of the net tax 
revenue. Quite obviously, a considerable amount of the 
tax revenue is used by public servants. At present, the 
number of “financial work” cadres is increasing by | 
million each year. On the average, each province now 
has some 70 departments and bureaus, and 30 percent of 
them are unnecessary. A prefecture or a city has about 50 
party and government organs, of which 40 percent are 
unnecessary. A county has 45 organs, and actually 25 
percent of them are not required. Each year the tax 
cadres use a large amount of the people’s tax money for 
extravagant feasting and wining. Of course, they want to 
have more new taxes to collect. 


Subsidies to loss-incurring state enterprises and to extra 
low prices account for one-third of the nation’s expendi- 
ture budget. Money used in this way is an ineffective and 
wasteful spending. According to statistics, over 30 per- 
cent of the state-owned enterprises are suffering losses. 
The economic reform has been conducted for so many 
years, but the problem of loss-incurring enterprises has 
as yet to be tackled. So far the only thing that the 
government has done in this regard is using the people's 
tax money to fill the bottomless pit. 


The greatest state expenditure is capital construction. 
Apart from the great waste of investments under the 
present system as pointed out by Qian Jiaju, another 
problem is that not all investments are in the interest of 
the people at large. As a matter of fact, investments are 
dictated by the result of power struggle. Sometimes, a 
large-scale investment project in a locality can only 
increase the revenue of the local government, create job 
opportunities for the local people, and spur the develop- 
ment of other undertakings in that particular locality. 
For example, the Three Gorges Project—a_ several- 
hundred-billion-yuan project under planning—will have 
no direct benefit to Guangdong, Guangxi, Inner Mongo- 
lia, and Xinjiang, and much less will it do any good to 
Hainan. But this investment project will use the money 
of the people throughout the country. As another 
example, if a national stock exchange center is estab- 
lished in Shanghai, the city will become a national 
financial center, and its service trade and other related 
industries will be stimulated. Here, of course, the 
greatest beneficiary will be Shanghai—a much greater 
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tax revenue for its government and much more job 
opportunities for its people. But there will be no benefit 
at all for the remote provinces. If we understand this, we 
will see why all localities have a “thirst for investment.” 
Now, the disbursement of state funds is not to ensure a 
balanced development across the country, but represents 
the result of trials of political power. According to 
someone’s estimate, during the past years, investments 
in Beijing and Shanghai have accounted for about 40 
percent of the nation’s total investments. Apparently, the 
political forces representing these two cities are very 
strong in the power trials at the central level. The 
Shanghai people often complain that during the past 
years a large part of their revenue has been taken away by 
the central government. Actually, however, the central 
government has made the largest amount of investment 
in Shanghai. The investment in *“e Baoshan Iron and 
Steel Complex is equal more wu. less to the several 
decades’ investment that the central government made 
in a remote province. As another example, while recently 
the central government has requisitioned funds from the 
southern provinces to cope with the current financial 
crisis, Jiang Zemin and Zhu Rongji have privately made 
“an exception” in favor of Shanghai. This is a result of 
the trials of power. In contrast, the central government 
has required Guangdong Province to contribute an addi- 
tional 4 billion yuan. Such a requirement is a kind of 
extortion in view of the fact that up to 1985 Guang- 
dong’s quota of contribution to the central government 
had been less than 8 billion yuan a year. It is, therefore, 
quite clear that the chief guests at the tax feast are the 
bigwigs who can in no way stand for the interests of the 
people of the entire country. 


From the above analysis, we can draw a conclusion: 
China’s tax system is complicated and burdensome, 
inefficient and unfair. Moreover, a lot of tax revenue is 
wasted. Long ago, some Chinese economists noted that 
the tax system must be reformed. However, under the 
present circumstances where the price system has yet to 
be rationalized and the legal system is still unsound, tax 
reform cannot make any progress. 


INDUSTRY 


Developing Skills for Machinery Industry 


94CE0286A Beijing JIDIAN RIBAO in Chinese 
19 Jan 94 p 3 


[Article by Zhang Zhongwen (1729 1813 2429): “Estab- 
lishment of ‘Human Talent Engineering’ Imminent”] 


[Text] The CPC Central Committee's listing of the 
machinery and electronics industry as a principal 
industry in the national economy has greatly encouraged 
the millions of staff members and workers on the 
machinery front. “Close involvement in reform, has- 
tening development, vigorous development, and making 
the most of the national economy’s dominant role,” have 
become action slogans for stimulating an all-out effort 
throughout the industry. The development program for 
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invigorating the machinery industry that the Ministry of 
Machinery has drawn up has been revised many times 
and will soon appear. 

Human talent is the keystone in dominant industries. 
One important aspect of the invigoration of the 
machinery industry is good management and good use of 
all kinds of specialists and technicai talent to improve 
the caliber of the rank and file throughout the industry. 


Survey data show that as education, the economy, and 
science and technology develop, and as society and 
enterprises increasingly respect science and technology 
se wall to edentitic tnd tetonieal hoot the apead Ut 
growth of technicians in the machinery system has been 
markedly higher than the total number of staff members 
and workers. Statistics from 10 dominant enterprises 
show an 8.6 percent increase in the total number of staff 
members and workers between 1988 and 1991, but a 
20.8 percent increase in the number of technicians. At 
the same time, the caliber of technicians as a whole has 
also risen markedly, and the percentage of graduate 
students, and college undergraduates has increased by 
varying degrees. An environment of respect for human 
talent, respect for knowledge, and respect for contribu- 
tions is gradually taking shape. 


However, by comparison with needs in invigorating the 
machinery industry, numerous problems in need of 
immediate solution continue in the training and use of 
human talent. 


Human Talent Utilization Efficiency Not High 


A questionnaire survey of 201 scientific and technical 
personnel shows that only 5.5 percent of scientific and 
technical personnel in the machinery and electronics 
industry personnel feel that their skills are being used to 
the full; 39.8 percent feel they largely apply their talents; 
and 17.4 percent believe their talents are not being used 
at all. In another survey of engineers in large and 
medium size enterprises, 72 percent felt they were being 
held back, 80 percent felt work unsatisfying, and only 5 
percent put in overtime. Such a slack and easy going 
state of affairs naturally creates not very high work 
efficiency. Some comparative data for 1988 is shocking. 
In Japan, per capita gross output value of engineers in 
the machinery industry was $350,000, while it was only 
$84,000 in China. This is to say that in machinery 
industries having the same output value, China used 4.1! 
times the number of engineers as Japan. 


There are both structural reasons and conceptual reasons 
for this state of affairs. Examples include out of date 
products, antiquated organizational methods, softening 
of demand for technology and for technical personnel, 
and being accustomed to the expansion of extensive 
inputs primarily, using large amounts of money and 
manpower; and a serious shortage of development funds 
that leads to having a large number of technical per- 
sonnel in name but not in reality, which makes the 
development of new products very difficult, and makes 
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it even harder to translate scientific research achieve- 
ments into production. (The money provided for tech- 
nical progress in some developed nations generally runs 
between 3 and 5 percent of total sales. In strong Japanese 
enterprises, it runs as high as 10 percent. In China, by 
contrast, many enterprises invest less than | percent.) A 
Shanghai survey shows 70 percent of new research 
achievements have not been translated into the develop- 
ment of products. The value of knowledge is not fully 
appreciated. Many enterprises continue to treat scien- 
tific and technical personnel like organizational cadres, 
their average bonus being between 10 and 30 percent less 
than workers on the front line of production. Egalitari- 
anism in distributions is a serious problem. “It makes no 
difference whether one works or does not work,” or 
whether one “does not work and also takes few risks.” 
This situation results in scientific and technical per- 
sonnel not doing their best; production efficiency in the 
enterprise itself is not high; and overstaffing is the 
general rule, etc. 


Serious Flight of Human Talent 


Surveys show that despite the increase in technicians in 
the machinery and electronics industry in recent years, 
in state-owned enterprises—particularly in large and 
medium size enterprises—the dropping out of skilled 
personnel, the aging of human talent, and the flight of 
human talent is extremely serious. It is mostly middle 
age and young permanent scientific and technical cadres 
that leave. A sample survey showed a decline from 24.6 
to 19.28 percent in the number of scientific and technical 
personnel between the ages of 30 and 40 between 1986 
and 1991. Another survey showed the flight of more than 
one-third of the young scientific and technical personnel 
during the past 5 years from large and medium size 
machinery and electronics enterprises. More than 60 of 
the best graduates of institutions of higher education 
assigned to the Dalian Municipal Machinery Bureau 
were snapped up by the three kinds of partially or wholly 
foreign-owned enterprises. Between 1984 and 1990, 
4000 university graduates were assigned to a Beijing 
machine tool plant. More than half have already left. The 
problem in frontier regions is particularly serious. 
Survey statistics from 287 enterprises show only 7.92 
percent of technicians in enterprises today are between 
31 and 35 years of age, and 14.5 percent are between 26 
and 30 years old. The flight of human talent not only 
weakens enterprises technical strength, but also damages 
continuity. It tends to create a vicious cycle. 


The main reasons for the flight and dropping out of 
human talent are that large and medium size state- 
owned enterprises are in the least favorable position in 
the intense competition for human talent. They cannot 
compete with the three kinds of partially or wholly 
foreign-owned enterprises, or with township and town 
enterprises, in earnings. In the probability of making a 
name for oneself and opportunities to travel abroad, 
state-owned enterprises cannot compete with educa- 
tional and scientific research units. In housing, working 
conditions, and a feeling of being respected, state-owned 
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enterprises cannot compete with administrative institu- 
tions. In work freedom, work environment, and income, 
state-owned enterprises cannot compete with companies 
of all kinds. Yet another important reason for the flight 
of human talent is that technicians can more easily put 
their talents to use in the three kinds of partially or 
wholly foreign-owned enterprises, and in township and 
town enterprises, unlike in some large and medium size 
state-owned enterprises where seniority and rg a 
role, and where people are not used to the This 
corrodes people’s spirit and enthusiasm. 


Accelerate Building of a Human Talent Corps 


Informed peopie believe that the priority task in invigo- 
the machinery industry is accelerating the creation 

of a caliber specialist corps that combines ability 
and political integrity, and that is sensibly composed. 
The human talent strategy that the Ministry of 
espouses is “maintenance of continuity in the 


Machinery 
corps, optimization of the make-up, improvement of 


will be available to replace old technical personnel over 
the next 10 years. It wants to build a technician corps of 
good political quality, that has fine professional skills, 
whose make-up is rational, that is highly trained, and 
that is imbued with vitality to meet the needs of reform 
and opening to the outside world, scientific and technical 
competition, and social development.” 

The specific measures that the Ministry of Machinery 
has proposed to attain this strategic goal are the founding 
of a human talent bank, including the establishment first 
of a high level specialized talent bank, accelerated 
training of three-in-one talent (technology, management, 
and sales), and four-in-one talent (technology, manage- 
ment, sales, and foreign language); founding of a human 
talent exchange center, improvement of enterprises com- 
petitiveness, using fair competition as a basis for accu- 
rately guiding rational exchanges of human talent; for- 
mulation of preferential policies for the importation of 
scientific and technical management talent; founding a 
rewards system, increasing investment in education, etc. 
In short, the establishment of “human talent engineer- 
ing” is imminent. 


FOREIGN TRADE, INVESTMENT 


Benefits of GATT for Service Industries 


94CE0291A Beijing GUOJI SHANGBAO in Chinese 
4 Jan 94 p 3 


[Article by Hong Xiaodong (3163 2556 2639), Interna- 
tional Office, Ministry of Foreign Trade and Economic 
Cooperation: “China’s Participation in GATT: Benefits 
to Trade in Services Long-Range; Current Pressures 
Alleviated Only by Enhanced Legislation To Increase 
‘Tertiary Industry’ Inputs’’) 
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[Text] e a full participant in the Uruguay Round [of 
GATT], China is to sign the round’s final 
agreement and i t each obligation regulated by 
it. Trade in services, as an important topic, was brought 
into the negotiations for the first time. Its framework 
agreement, the General Agreement on Trade in Services, 
and addenda have been reached. On the basis of many 
rounds of bilateral negotiations, each country has sub- 
mitted a list of preliminary nts for reducing 
concessions. Since the start of the Uruguay Round, 
China began to participate in GATT negotiations and 
proposed its own preliminary list of promises to reduce 
concessions according to current Chinese laws and reg- 
ulations which stipulate the degree of openness. 


by anowing are advantages of China’s participation in 


Competition introduced appropriately promotes devel- 
opment of domestic service industries. We must intro- 
duce competition appropriately to accelerate the devel- 
opment of China’s service industries. Since China 
implemented reform and open door policies, some Chi- 
nese service sectors have adopted different open mea- 
sures which have played a definite role in spurring on the 
promotion of China’s domestic service industry growth. 
Participation in GATT has solidified these efforts and 
continuously expanded the degree of openness of service 
sectors which will make China’s domestic service indus- 
tries develop rather quickly. 


Appropriate use of highly effective foreign services can 
improve domestic service industry levels to serve the 
creation of China’s manufacturing growth and product 


exports. 


Increased transparency is advantageous to fully under- 
standing foreign service market conditions. After GATT 
goes into effect, we could more clearly understand the 
restricted measures on service trades adopted by other 
countries via the preliminary list for agreement provided 
by signatories. This provided quite a lot of information 
to China’s services and service providers to enter the 
service trade markets of other countries, which is bene- 
ficial to exporting China's services. 


Advantageous to enjoyment of equal treatment for 
China’s service trade exports, GATT is the first multiple 
agreement for comprehensive management of global 
trade in services. Preferential treatment is an important 
principle of the general agreement. This principle will 
provide a rather equal competition environment for 
China’s service exports and avoid discriminatory treat- 
ment via the exchange of reduced concessions to be able 
to compete with other countries on an equal basis. 


GATT is a new agreement regarding invisible trade. Its 
aims and purpose are the same as those of GATT; 
namely, to gradually remove all restrictive measures to 
entering the service industry market through rounds of 
negotiations, granting citizen treatment to foreign ser- 
vice providers, commonly using the principles of most 
favored nation treatment, and ultimately realizing full 
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liberalization of trade in services. However, GATT does 


tion. Sees cis caer mead Gk aceon as 
obligations of its own to reduce concessions. 
The situation facing at present is that various 
signatories will continuously demand that China liber- 
alize the banking, insurance, telecommunications and 
posts, communications, sea transport, air transport, 
retail sales and specialized service (including law, con- 
sulting, accounting, etc) markets. In particular, China’s 


* * } isl ti 
vice industry development levels. On the other hand, it is 
imperative to accelerate service industry and service 
trade development. The main means are: 


One, a greater degree of reform, faster service industry 
externalization, and gradually realizing the transforma- 
tion of the majority of service industry sectors toward 
operations away from welfare, public interest and under- 
takings according to the principles of separate govern- 
ment and enterprises and pushing enterprises toward 
markets in the direction of industrialization and social- 
ization. 


Two, expand funding sources and channels for accumu- 
lating funds. Strive to increase service industry inputs 
and actively use foreign funds to develop the service 
industry. 


Three, further even out and liberalize service industry 
prices. 


Four, reform service industry planning, statistical sys- 
tems and methods, overall planning, and develop statis- 
tical and assessment service industries. Since China 
wants to enter GATT, it must undertake scientific cate- 
gorization and statistical methods of the domestic ser- 
vice industry according to common international prac- 
tices. Then it will be comparable to service industries in 
other countries. 


Five, accelerate service industry legal system construc- 
tion. China’s service industry has preliminarily prom- 
ised to open to the outside world. In line with further 
opening, China’s service industries will have to face 
competition from foreign service providers. One prereq- 
uisite for further opening China’s service industry is to 
enhance service industry legislation. At present China is 
stressing drafting basic economic laws and regulations 
such as “trade laws,” “market laws,” “corporate laws,” 
“fair business practice laws,” “antitrust laws,” “commu- 
nications laws,” and “auditing laws.” 
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AGRICULTURE 


Importance of Agricultural Subsidies Stressed 
94CE0289 Beijing JINGJI RIBAO in Chinese 
20 Jan 94 p 4 


[Article by Peng Jianliang (1756 0494 5328): “Agricul- 
ture: The Long and Short of Subsidies”) 


te country with a huge population, 
renga ont As dyson ty Bae development. 


Subsidies of various countries surpass highs and lows— 
brief introduction to foreign agricultural subsidy methods 


icultural sub sidies as 


Production subsidies 


The main forms of these subsidies are: 1) Agricultural 
infrastructure building subsidies. Peasants are indirectly 
subsidized through state subsidies for agricultural infra- 
structure building and agricultural science research. For 
example, Japanese Government subsidies for farmland 
capital construction are as high as more than 90 percent. 
Central government fin ancial assistance is the source of 
45 percent of funds; 50 percent comes from local gov- 
ernments and farmers themselves only be ar 15 percent 
of the burden. To promote agricultural modernization in 
member countries, the European Economic Community 
stipulates that it shall provide 25 percent of the funds for 
purchasing large-scale agricultural machinery, land ame- 
lioration or construction or repair of irrigation projects, 
‘vith 75 percent resolved by the country itself. India and 
other countries are in the midst of a “green revolution” 
through free government improved variety development 
selection and promotion. 2) Production cost subsidies, 
including various subsidies from planting to pesticides. 
For example, the EEC implements various production 
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provide low interest or interest-free bank loans to agri- 
cultural producers to see that they obtain needed funds. 


This mainly refers to price subsidies implemented for 
producers in the process of exchanging agricultural prod- 


to protect imports and exports or ensure domestic 
market price stability, governments implement price 
subsidies for grain imports and exports in international 
agricultural product trade. For example, when importing 
foreign grains, EEC countries levy a price differential tax 
which is used to subsidize and protect the agricultural 
development of the importing country. The United 
States and other excess agricultural product producing 
states often hold down agricultural product export 
prices; the government s ubsidizes differences between 
domestic and export prices. The United States Govern- 
ment generally subsidizes 20 percent ot 3 0 percent of its 
toal agricultural product exports, and in some years the 
figure exceeds 80 percent. Agricultural product price 
differential subsidies are at more than $20 billion, or 
even more. 


Consumption subsidies 


This is a form of indirect agricultural production subsidy 
directly aimed at protecting consumers. For example, 
Japan, India, the ROK and other countries normally 
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procure grains produced by farmers at relatively high 
prices and then resell them to consumers at relatively low 


price 
United States implements a “food stamp” policy to 
assist low income households. At present more than 20 


countries which have excess farm 
other forms of subsidies. For the United States 
Government implements subsidies to limit yields 
because it has excess farm produce. Any farming house- 


are readjusted depending on crop yields and domestic 
and foreign market conditions. In the past limited pro- 
duction subsidies were implemented only on wheat, corn 
and cotton, but at present have expanded to more than 
20 items and the trend is increasing. Limited 

subsidy standards are target prices set by govern- 
ment. When market prices are lower than the target 
price, the government pays qualified farmers who 
subsidies the difference. The United States and 
countries also have idle field subsidies which are issued 
by land banks which restrict the total output of certain 
agricultural products by reducing the input of land. 
Specifically, at a high rent corresponding to approximat 
ely 60 percent of the value of the land, the government 
leases back land on which there is a serious surplus of 
agricultural product which is left idle or soil conserva- 
tion measures are taken. Some countries also have 
disaster subsidies. For example the United States Gov- 
ernment gives to qualified farmers disaster subsidies 
based on the area affected, scope of reduced ou tput and 
target prices. Japan grants subsidies for major crops on a 
national scale through agricultural assistance insurance, 
the government grants subsidies of approximately 15 
percent of insurance costs. When there is a disaster, it 
grants insu rance costs of 10 to 30 percent of a normal 
year outlook. Some developing countries grant disaster 
subsidies in the form of free government grain supplies 
or agricultural tax reduction or annulment. 


Subsidies have advantages and disadvantages, rarely used 


appropriately foreign agricultural subsidy advantage and 
disadvantage analysis 


In general, under market economy conditions, there are 
advantages and disadvantages to government subsidies 
for agriculture. 











ion proces while others ae wane indirectly ‘in var- 
rms. Farmers obtain material benefits in these 
ways. At the same time, because subsidies promote 
increased agricultural output, farmers therefore can 
obtain suitable incomes. For example, average net 
income per farm in the United States is $280,000 and 
income per agricultural laborer is $180,000. 


Subsidies promote agricultural exports. In developed 
countries with agricultural surplusses, agricultural 


United States as an example again, cereal export volume 
accounts for about 40 percent of total export volume and 
approximately one-half of cotton is exported. Agricul- 
tural product exports are at more than $40 billion. 
Under conditions of a more than $100 billion deficit in 
national foreign trade, there is a more than $17 billion 
surplus in agricultural product foreign trade. 


In sum, government subsidies for agriculture to a large 
degree have altered agriculture’s disadvantageous posi- 
tion in market economies, reduced agricultural risk, 
enhanced farm product competitiveness on domestic 
and foreign markets and are commonly welcomed by 
farmers. At the same time, they also play an important 
role in ameliorating domes ic supply and demand con- 
tradictions for farm products and stabilizing domestic 
economic and social order. 


Disadvantages analyzed 


Subsidies place an enormous fiscal burden on govern- 
ments. Agricultural subsidies are government acts and 
expenses for them mainly are paid from government 
coffers. It is a rather heavy burden, whether for devel- 
oped or developing countries. For example, the United 
States requires several tens of billions of dollars annually 
for agricultural subsidies including farm product export 
subsidies. Japan needs several billions of U.S. dollars 


tries are and sub- 
sidy policies with the trend toward reduced numbers of 
subsidies. 

Agricultural export subsidies often create trade 
friction between countries. The most inent 

a7. coe Stinemanttn pegatieions beseaen fe FE. 900 Sp 
nited States reducing farm product export 
subsidies at the [GA Uraguay round which were 
stalled. No be reached because of 


and the United States but also t about disrupti 

in some countries such as France. idizi 

farm product exports, point is 
inter- 


conditions, almost all governments implement definite 
subsidy policies. 

Profit is the highest principle in market economics. 
Under market economy conditions, capital always flows 


parity prices between industrial and agricultural prod- 
i generally cannot obtain equal 
profits. For a country’s economic development and the 
people’s livelihood, agriculture is indispensible. Relying 
on the role of market mechanisms alone, it is difficult to 
resolve the contradiction between the importance of 
agriculture and relatively low profits. Subsidies them- 
selves are not the outcome of market economics. How- 
ever, aS government actions, they are macroeconmic 
readjustment and control measures which supplement 
roles that the market cannot fulfill. Agriculture’s relative 
disadvantageous position is very clear as China builds a 
socialist market economy. Therefore, for a relatively 
long time period, the government still must subsidize 
agriculture. Otherwise, agricultural! production may 
slump and there will be no relief of the contradiction 
between farm product supply and demand. It will not 
only be impossible to solidify the position of agriculture, 
but may limit China’s national economic devieopment 
for the long term. 
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Subsidies must conform to a country’s actual conditions, 
models cannot be copied indiscriminately 
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must enhance subsidies for agricultural capital construc- 


encourage exports. Two, we must augment credit subsi- 
dies and it would be best to establish an agricultural 
policy bank as soon as possible. 


Agricultural subsidies must be in appropriate amounts 


Considered as a whole, the role of agricultural subsidies 
in various countries has been brought into rather full 
play. But there are two extremes: subsidies in developing 
countries are too low, which is disadvantageous for 
promoting agricu Itural development or protecting the 
interests of farmers and consumers. Some developed 
countries overly subsidize agricult ure, which creates 
rather enormous financial pressure for the government 
although it is good for agriculture and farmers. In 
particular, overly high subsidies on export farm products 


China is a large agricultural country with limited fiscal 
power, relatively backward and 


mine appropriate subsidy amounts under the premise of 
fully considering the state's fiscal !oad capacity. Govern- 
ment subsidized agriculture wi!! n its aims if the 
state coffers can bear it, agricul roduction is pro- 
moted and the peasants basically «:« satisfied. 

In sum, learning from foreign experience, we should 
strive to find an agricultural route suited to 


National 1993 Farmer Income Reported 


94CE0303U Beijing NONGMIN RIBAO in Chinese 
18 Feb 94 p 1 


erro According toa sample survey by the State 

Bureau, in 1993 per capita net income of rural 
households was 921.4 yuan, an increase of 137.4 yuan, or 
17.5 percent over 1992, deducting for inflation the net 
increase was 3.2 percent. 


Provinces Report 1993 Livestock, Meat Output 


Liaoning Hog, Pork Output 
94CE0303S Shenyang LIAONING JINGJI RIBAO 
in Chinese 31 Jan 94 p 1 


[Summary] At the end of December, Liaoning Province 
had 12,352,000 hogs in stock, a 1.1 percent increase over 
the same period in 1992; 10,343,000 hogs were removed 
from stock, a 9.4 percent increase; and pork output was 
1,035,000 tons, a 13.2 percent increase. In the last half of 
1993, the sales price of fatty pork was 4.00-4.20 yuan per 
kilogram. The procurement price for piglets was 5.00- 
tf 7 hymn gop 100 percent increase over the 
first half of the year. At present, the average market price 
for pork is 8.56 yuan per kilogram. 


Jilin Livestock, Meat Output 
94CE0303X Changchun JILIN RIBAO in Chinese 
11] Feb 94 pl 


[Summary] At the end of December, Jilin Province had 
5,682,000 hogs in stock, a 4.3 percent increase over 
1992, and gross output of pork was 479,000 tons, an 11.7 
percent increase. There were 2,415,000 cows in stock, an 
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8.4 percent increase, and gross output of beef was 86,000 


seg er el soe mada Phy 
in 1994, 


Gansu Meat Output 


94CE0303W Beijing JINGJI CANKAO BAO in Chinese 
9 Feb 94 p 2 


[Summary] In 1993, gross output of meat in Gansu 
Province exceeded 500,000 tons, and the output value of 
the livestock industry accounted for 29 percent of the 
gross output value of agriculture. Beef output reached 
60,000 tons, a 16 percent increase over 1992. 


Anhui Regulations on Agricultural Contract 
Management 


94CE0309A Hefei ANHUI RIBAO in Chinese 
19 Aug 93 p 2 


[Anhui Province Agricultural Contract Management 
Regulations] 


{Text} Announcement of the Standing Committee of the 
Anhui Provincial People’s Congress (No 1) 


The “Anhui Province Agricultural Contract Manage- 
ment Regulations,” adopted by the Fourth Meeting of 
the Standing Committee of the Eighth Anhui Provincial 
People’s Congress on 10 July 1993, are hereby 
announced. The regulations will go into effect on 1 
October 1993. 


Standing Committee of the Anhui People’s Congress 
10 July 1993 


Chapter 1 General Principles 


Article 1 To stabilize and perfect the rural household 
responsibility system of linking remuneration to output, 
protect the legitimate rights and interests of both parties 
to agricultural contracting (abbreviated hereafter as con- 
tracting), maintain the rural economic order, mobilize 
the enthusiasm of peasants for production, and promote 
the development of a market economy in the country- 
side, we hereby formulate these regulations in accor- 
dance with the appropriate provisions in national laws 
and regulations. 


Article 2 These regulations shall be applicable to the 
management of contracts in the fields of farming, for- 
estry, animal husbandry, and fishing entered into by the 
agricultural collective economic organizations or vil- 
lagers’ committees within the jurisdiction of this prov- 
ince, on the one hand, and contractors, on the other. 
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Article 3 A contract must be concluded in a way that 
complies with the relevant laws and regulations, is con- 

sistent with national policies, abides by the principles of 
voluntary participation, mutual benefit, and democratic 
consultation, and takes into consideration the interests 
. SS parties—the state, the collective, and the 


Article 4 Means of owned by the collective or 
owned by the state but used by an agricultural collective 


them, or villagers’ committees. 
Article § 


In case of a large-scale project, the contractor shall 
provide guarantees while the contract-issuing party shall 
examine the credentials of the contractor before it 
awards the contract. 


Detailed standards for large-scale projects shall be set by 
the township (town) people’s government. 


Article 6 Departments in charge of rural economic 
administration above the county level and township 
(town) rural cooperative economic management organs 
shall be organs of contract management responsible for 
the management of contracting within their respective 
jurisdictions. It shall be their responsibility to: 


a) Publicize and implement the relevant national laws 
and regulations. Establish and improve a contract man- 
agement system. 


b) Guide the signing of a contract and oversee the 
verification of a large-scale contract. 


c) Supervise and inspect the execution of large-scale 
contracts. 


d) Mediate and arbitrate disputes over a contract. 


e) Examine the amendment and termination of con- 
tracts. Affirm contracts null and void. 


Chapter 2 Signing and Executing a Contract 


Article 7 What projects to be contracted out, the format 
of the contract, targets, and contract duration shall be 
decided democratically by members of the agricultural 
collective economic organization, villagers’ assembly, or 
representative meeting. When a contract is to be 
awarded through open bidding, the relevant targets shall 
be announced in posters beforehand in the interest of 
fair competition. 
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Article 8 A contract is deemed to have been established 
when the two parties reach agreement and sign or seal it. 


When one party to a large-scale contract demands veri- 
fication or notarization, such verification and notifica- 
tion shall be performed by the local contract manage- 
ment organ and the notarization body, respectively. 


The format of a written contract shall be established 
nee oe, We Semen Sapa St See 


Article 9 The contract shall include the following provi- 
sions: 


a) Names of the contract-issuing party and contractor. 
b) The title of the project, its quantity, quality, location, 


c) The means of production and operation as well as 
services that the contract-issuing party shall provide the 
cortractor,; the production capability and pag voee 
resources the contractor shall possess as 

ment, management, and maintenance ret 
amount of taxes, the sum to be retained by the 
and township (town) comprehensive planning 
payable by the contractor. The contract shall also specify 


labor accumulation work and voluntary work the con- 
tractor shall provide. 


e) In the case of a large-scale specialized project that has 
to do with wooded mountains, bodies of water, tea 
plantations, mulberry fields, and orchards, the contract 
shall specify the contracting fund and fixed assets depre- 
ciation fee, along with the due date and method of 
payment. 


f) The responsibility of the contract-issuing party and the 
contractor to protect resources and prevent soil erosion 
and resource degradation. 


g) Incentives to be offered by the contract-issuing party 
to encourage the contractor to boost investment, 
increase productive capacity, and surpass a target. 


h) Penalties that the contractor shall incur for destroying 
resources and reducing productive capacity improperly. 


i) Procedures for the transfer and liquidation of proper- 
ties when the contract expires. 


i) The liability of breaking a contract and other items 
that should be specified under the law or which the two 
parties to the contract think should be specified. 


Article 10 A contract shall be declared null and void 
when one of the following conditions applies: 


a) A relevant law, regulation, or national policy has been 
violated. 
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b) National, collective, or social interests have been 
infringed upon. 


c) Article 7 of these regulations has been violated. 


d) The contract-issuing party has overstepped its 
authority in awarding the contract and the ownership of 
the means of production in the contract is being con- 


e) Deception, coercion, and other illegal means have 
been used in the conclusion of the contract. 


f) A party buys or sells the contract illegally or covertly in 
order to t from it. 


Article 11 A contract shall be invalidated by the contract 
ne ee Sena Se Oe In the 
case of a law has been notarized by a notarization 
agency, it shall be up to the latter to call for the 
revocation of the said notarization. 


A contract that has been affirmed as null and void shall 
cease to be legally binding from the day it was entered 
into. 

A contract may be null and void in part, with the rest of 
the contract remaining legally effective. 


Article 12 After a contract is declared null and void, the 
properties acquired by one party under the contract shall 
be returned to the other party. In case of losses, the 
culpable party shall pay damages for such losses. If both 
parties are at fault, they shall both be held liable for the 
respective losses they have caused. 


Chapter 3 Rights and Obligations of Both Parties to a 
Contract 


Article 13 The rights and obligations of the contract- 
issuing party are: 

a) Collect from the contractor a sum of money for 
retention by the village and the township (town) com- 
prehensive planning fee in accordance with contract 
provisions. 

b) In the case of a large-scale contract, collect from the 


contractor contracting funds and a fixed assets depreci- 
ation fee in accordance with the terms of the contract. 


c) Transfer the labor accumulation workers and volun- 
tary workers that the contract should provide in accor- 
dance with the terms of the contract. 


d) Re-issue the contract promptly upon its expiration. 


e) Implement and carry through with the goals, policies, 
and measures of the state aimed at supporting and 
ensuring stable agricultural development, organize the 
development of the agricultural infrastructure. 


f) Safeguard the contractor’s decision-making authority 
in production and operations, its right to dispose of its 
output, and its right to make a profit, protect the 
contractor’s legitimate rights and interests. 
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g) Guide the contractual operations and activities of the 
contractor in accordance with the contract and provide 
Article 14 The rights and obligations of the contractor 
are: 


a) It enjoys decision-making authority in its operations 
and has the right to dispose of its output and make a 
profit. It is entitled to take advantage of the measures 
provided by the state and the collective to protect 


production, services to facilitate production and opera- 
welfare. 


b) Upon the expiration of the contract, it may demand 
compensation from the contract-issuing party for the 
increase in value of the means of production in the 
contract. Value-adding compensation standards shall be 
worked out by the two parties to the contract. All things 
being equal, the contractor shall be given priority in the 
next round of contracting. 


c) It has the right to refuse to assume any burden over 
and above what is specified in the contract that is 
inconsistent with the laws and regulations. 


d) It shall accept the guidance of the contract-issuing 
party and complete the production and operational tasks 
in accordance with the terms of the contract. 


e) It shall pay taxes, the village retention fund, the 
township (town) comprehensive planning fee or con- 
tracting fee, and fixed asseis depreciation fee in accor- 
dance with the law. 


f) Protect the land and other means of production and 
public facilities in the contract. Protect the agricultural 


ecology. 


Chapter 4 Amending and Terminating a Contract 


Article 15 A contract may be amended or terminated if 
one or more of the following conditions apply: 


a) Major changes have occurred in the laws, regulations, 
and national policies upon which the contract is based, 
markedly affecting a party’s interests. 


b) Both parties have agreed to amend or terminate the 
contract after consultation and such amendment or 
termination will not harm the interests of the state, the 
collective, and society. 


c) The land and other means of production in the 
contract have been taken or adjusted by the state. 


d) The contract has been rendered unenforceable in part 
or in whole by external forces that one party cannot 
control or prevent. 


e) The contractor operates the land and other means of 
production in a destructive manner or lets them sit idle, 
despite repeated admonitions by the contract-issuing 


party. 
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f) The contractor has lost its contracting capacity and 
hence its ability to honor the contract. 


g) One party has violated the contract, rendering it 
impossible or unnecessary to carry through with the 
contract. 


Article 16 To have the contract amended or terminated, 
a party shall notify the other party promptly in writing. 
The latter shall reply within 15 days after it receives the 
notification. Where one party fails to reply within the 
specified time or the two parties fail to reach an agree- 
ment, it will be considered a contract dispute and 


handled accordingly. 


When two parties agree to amend or terminate a con- 
tract, they shall draw up a written agreement which shall 
take effect after being signed and sealed. 


When a party incurs economic losses as a result of the 
amendment or termination of a contract, the party 
responsible shall make economic damages. 


Article 17 A contract may be inherited or transferred 
during the duration of the contract. When one party is 
merged or split up or when there are changes regarding 
the legal representative, the original contract will remain 
legally effective. 


Article 18 When a contractor transfers the contracted 
project to another individual or organization with the 
permission of the contract-issuing party and a new 
contract has been concluded between the contract- 
issuing party and new transferee, the original contract 
shall be terminated. Alternatively, the transferror and 
the transferee may enter into a transfer contract which, 
however, shall not violate the original contract. 


Chapter 5 Liabilities of Breaking a Contract 


Article 19 When a contract is rendered unenforceable in 
part or in whole by the wrongful acts of one party, the 
culpable party shall be held liable for breaking the 
contract. If both parties are at fault, they shall both be 
held liable for breaking the contract respectively. 


Article 20 When one party breaks the contract unilater- 
ally, it shall pay a contract-breaking fee to the other 
party. If such a fee falls short of covering the economic 
losses suffered by the other party, the party that breaks 
the contract shall make an additional payment equal to 
the shortfall. Should the other party demand that it 
continue to honor the contract, the latter shall do so. 


Article 21 When a party cannot carry through with the 
contract in part or in whole due to forces beyond its 
control, it shall notify the other party in writing 
promptly. The execution of a contract may be delayed, a 
contract may be executed in part only, or a contract may 
not be executed if the two parties agree upon such a 
course of action after consultation as verified by the 
contract management department. 
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Article 22 Should the illegal interference by an organiza- promptly. Should consultation fail, any one party may 

tion, unit, or individual prevent the execution of a _ask the local contract arbitration committee to arbitrate. 

contract and cause severe losses, it or he shall be held 

legally liable and required to pay economic compensa- Article 27 After it receives a written application for 
mittee reply within 15 days. Before mediation or 

Article 23 Should any one of the following apply to a —_ arbitration, the contract should continue to be executed. 

party to a contract, it shall be dealt with in accordance 

with Article 19 of these regulations. Should the situation Where the contract arbitration committee succeeds in 

be governed by other provisions in national laws and _— mediating the dispute, it shall prepare a written media- 


contract or changes their use without authorization; 


g) the contractor misuses or mismanages contracted 
means of production, resulting in damages or losses; 


h) the contractor operates contracted natural resources 
including land in a destructive and predatory manner or 
lets them sit idle; 


i) the contractor refuses to pay taxes, fees, and labor 
services for which it has assumed an obligation to pay 
under the law; and 


j) the contract is being broken in other ways. 


Article 24 Should a party to a contract break the law with 
serious consequences in the course of executing the 
contract, an investigation shall be made into its eco- 
nomic, administrative, and, ultimately, criminal, lia- 
bility as the directly responsible party. 


Chapter 6 Mediating and Arbitrating Contracting 
Disputes 


Article 25 County (municipal, district) agencies for rural 
economic administration and township (town) bodies 
for rural cooperative economic management shall set up 
a contract arbitration committee to be responsible for 
mediating and arbitrating contracting disputes within 
their jurisdiction. 


Article 26 When a dispute arises over a contract, the two 
parties shall try to resolve it through consultation 


tion agreement. When mediation fails, a case shall go to 
parties to a contract shall abide by the mediation agree- 
ment or adjudication decision. 


When a party to a contract refuses to accept the arbitra- 
tion decision, it may file an appeal with the local county 
(municipal, district} people’s court within 15 days after it 
receives the adjudication decision. If a party neither 
abides by the decision nor files an appeal, the other party 
may apply to the people’s court for performance of 
contract. 


When a dispute arises over a contract, a party may also 
file a lawsuit directly with the local people’s court. 


Chapter 7 Supplementary Articles 


Article 28 Contracts entered into before these regulations 
go into effect shall be improved upon by being brought in 
line with these regulations. 


Article 29 Issues relating to the detailed implementation 
of these regulations shall be interpreted by the provincial 
agency in charge of rural economic administration. 


Article 30 These regulations shall take effect on | 
October 1993. 


Anhui Cotton Procurement 


94CE0303P Hefei ANHUI RIBAO in Chinese 4 Feb 94 
pl 


{Summary} As of 31 January, Anhui Province had pro- 
cured 3,090,000 dan of cotton, fulfilling 68.8 percent of 
the task. It is estimated that cotton farmers still have 
several dan of cotton on hand, all areas must procure it 
as soon as possible, and strictly implement allocation 
plans. 


Fujian 1994 Early Rice Area 


94CE0344C Beijing NONGMIN RIBAO in Chinesec 
2 Mar 94 p 1 


[Summary] In 1994 the early rice area in Fujian Province 
will reach 8.2 million mu, an increase of 500,000 mu 
over 1993. 
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Provinces, Region Report 1993 Fanner Income 


Henan Fermer Income 
94CE0303T Beijing NONGMIN RIBAO in Chinese 
18 Feb 94 p 1 


[Summary] In 1993 per capita net income of farmers in 
ee ern eee see 
over , 


Shanxi Farmer Income 
94CE0303Y Taiyuan SHANXI RIBAO in Chinese 
3 Feb 94 pl 


aera ine Pas ere et Sapeee oF Sepers 
Shanxi Province was 718 yuan. 


Sichuan Farmer Income 
94CE0303Z Chengdu SICHUAN JINGJI RIBAO 
in Chinese 26 Feb 94 p | 


Summary] In 1993 per capita net income of farmers in 
ichuan Province was 695 yuan, a 9.6 percent increase 
over 1992. 


Inner Mongolia Farmer Income 
94CE0344B Beijing NONGMIN RIBAO in Chinese 
28 Feb 94 p 1 


[Summary] In 1993 per capita net income of farmers in 
Inner — was 829 yuan, an increase of 110 yuan 
over 1992. 


Hunan 1994 Cotton Area 
94CE0344A Beijing JINGJI CANKAO BAO in Chinese 
20 Feb 94 p 1 


{Summary] The planned cotton area in Hunan Province 
for 1994 is 4 million mu, an increase of 1,330,000 mu 
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over 1993. In 1993 gross output of cotton was 220,000 
tons, an 8.3 percent increase over 1992, and the per mu 
yield was 82 kilograms. 


Jilin Develops Export-Oriented Agriculture 


94CE0303M Changchun JILIN RIBAO in Chinese 
22 Jan 94 p I 


[Summary] In 1993 farm exports from Jilin Province 
earned $880 million, a 23.1 percent increase over 1992, 
and accounted for 55 percent of foreign exchange earned 
by Jilin. Agriculture used foreign investment of $390 
million to support 352 projects. Projects were set up with 
Japan, Thailand, and Taiwan. 


Sichuan Sets Goal for Corn Output 


94CE0344D Chengdu SICHUAN NONGYE KEJI 
in Chinese No 1, 15 Jan 94 p 3 


[Summary] By the year 2000 gross output of corn in 
Sichuan Province will reach 9 million-10 million tons. 


Sichuan Meat Exports in 1993 


94CE0303V Beijing NONGMIN RIBAO in Chinese 
18 Feb 94 pl 


[Summary] In 1993 Sichuan Province shipped 470,000 
tons of meat outside the province, fulfilling 117.8 per- 
cent of the task, aud exported 30,000 tons. Sichuan 
shipped 389,400 ton: of pork outside the province, a 
19.8 percent decrease from 1992. 


Xinjiang Cotton Area, Output in 1993 


94CE0303R Beijing JINGJI RIBAO in Chinese 
13 Feb 94 p 1 


[Summary] In 1993 the cotton area in Xinjiang was 
9,670,000 mu, accounting for 28 percent of the total crop 
area; gross output of ginned cotton was 750,000 tons, 
and the average per unit area yield was 78 kilograms. 
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Religious Activity Site Management Stipulated 
94CM0172 Shenyang LIAONING JINGJI RIBAO 
in Chinese 11 Jan 94 p 2 


[Text] Article 1. Ensuring citizens freedom of religious 
belief, normal religious activities and safeguarding the 
legal rights and interests and normal order of religious 
activity sites to benefit the management of religious 
activity sites in accordance with relevant state stipula- 
tions and by summing up actual conditions in Liaoning 
province, these stipulations are hereby formulated. 


Article 2. The so-called religious activity sites of these 
stipulations refer to monasteries, temples, Islamic 
mosques, churches, simple meeting places, scripture 
halls and other fixed sites where citizens who believe in 
religion engage in religious activities. 

Article 3. These stipulations shall be applied to religious 
activity sites within the administrative area of Liaoning 
province. 

Article 4. All activities undertaken within religious 
activity sites must respect laws, regulations and rules, 
safeguard social order and shall not be controiled by 
religious organizations or individuals outside Liaoning 
province. 


Article 5. All levels of the people’s government respon- 
sible for religious affairs shall be responsible for imple- 
menting these stipulations and for supervisory and 
inspection work thereof. 


Article 6. Established monestaries, temples, Islamic 
mosques and churches must meet the following condi- 
tions: 


1) Have a fixed address and name; 


2) Have believers who regularly participate in religious 
activities; 


3) Have religious teaching and administrative staff who 
guide religious activities; 


4) Have democratic management organizations com- 
posed of believers; 


5) Have complete management structures; 
6) Have legal economic resources. 


Simple meeting p! aces and scripture ha!ls should possess 
the conditions of clauses 1-5 above. 


Article 7. Management (preparatory) organizations of 
established religious activity sites should apply for reg- 
istration to sectors of the people’s-government above the 
county level responsible for religious affairs where they 
are located in hand of a municipal religious group 
written opinion, application to establish a religious 
activity site and information related to the site. 


Article 8. Established monasteries, temples, Islamic 
mosques and churches apply for registration to sectors of 
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the municipal people’s government responsible for reli- 
gious affairs; established simple meeting sites and scrip- 
ture halls apply for registration to sectors of the county 
people’s government responsible for religious affairs. 


Within 60 days of receiving an application, sectors of the 
people’s government above the county level responsible 
for religious affairs should reply in writing with a registra- 
tion permit, registration denial or temporary registration. 


Sectors of the people’s government above the county 

level responsible for religious affairs issue “religious 

activity site registration certificates” to authorized estab- 

lished religious activity sites, and within 15 days of 

handling registration procedures shall report to the next 

— of the people’s government responsible for religious 
airs. 


Terminated or consolidated registered religious activity 
sites should report and return “religious activity site 
registration certificates” to the sector which originally 
registered them. 


Article 9. No organization or individual shall proselytize, 
hold religious meetings or distribute religious propa- 
ganda outside of religious activity sites without the 
approval of sectors of the provincial people’s govern- 
ment responsible for religious affairs. 


Article 10. The legal rights and interests of registered 
religious activity sites are protected by law. No organi- 
zation or individual shall create disputes among dif- 
ferent religions or sects within religious activity sites. 


Article 11. Religious activity sites may accept charity 
donations [bu shih 1580 2457], monetary contributions 
{feng xian 1144 3759], and material contributions [0045 
6317]. However, they must not apportion or extort 
belongings. 


Article 12. Religious activity sites may accept contribu- 
tions from religious organizations and individuals out- 
side of Liaoning but they shall neither ask for belongings 
in any form from religious organizations or individuals 
outside of Liaoning nor shal! they accept subsidizations 
for operating their organization. 


Article 13. Religious teaching and administrative staff 
shall undertake management of a fixed number of staff at 
religious activity sites. Sectors of the people’s govern- 
ment above the county level responsible for religious 
affairs and municipal religious groups shall agree on 
specific fixed numbers of staff. 


Article 14. Permanent residents and temporary guests 
from elsewhere staying at religious activity sites should 
respect state stipulations regarding the management of 
household registration and complete household registra- 
tion procedures. 





JPRS-CAR-94-017 
17 March 1994 


Article 15. Organizations managed by religious activity 
wie Say eee 1 eerenitere, Seeeiry oF sonne Rae 
or initiate industrial, 


relevant state stipulations. 


Article 16. For real estate and land used legally by 
religious activity sites, real estate and land use permits 
shall be obtained by the religious organization concerned 
or the organization managing the site from relevant 
management sectors of the people’s government above 
the county level. 


Article 17. Property of religious activity sites is managed 
and used by organizations managing the sites. No person 
Fee eer See Sloane ew ay OES Oe 


Article 18. Organizations which manage religious 
activity sites may sell religious articles, works of. 
art and religious publications on site with the permission 
of relevant sectors of the people's government above the 
county level. Unauthorized printing, distribution, dupli- 
cation or commission sales of religious articles, religious 
works of art and publicat ions without the 
permission of relevant sectors of the people’s govern- 
ment above the county level is strictly prohibited. 


Article 19. Agreement shall be obtained from the site’s 
management organization and sectors of the people's 
government above the county level responsible for reli- 
gious affairs and permits obtained from relevant depart- 
ments before product ion of sound or video works at 
religious activity sites. 


Article 20. There shall be no commercial, service net- 
work or exhibitions held at religious activity sites 
without the agreement of organizations managing reli- 
gious activity sites and the approval of sectors of the 
people’s government above the county level responsible 
for religious affairs. 


Article 21. Prior t from organizations man- 
aging religious activity sites and approval from sectors of 
the people’s government above the county level respon- 
sible for religious affairs must be obtained by relevant 
units and individuals to rebuild or build new buildings 
on religious activity sites. 

Article 22. Organizations ge religious activity 


sites listed by various levels of government cultural 
artifact protection units or those located in scenic or 
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activity si infri 
activities by sectors of the $ government above 
the county level responsible for religious affairs, with the 


Sate 96 Sestann a0 the entaa’s geveranent above the 
county level responsible for religious affairs may warn, 
order a stop to activities, confiscate illegal articles and 


late these stipulations by the following behavior: 
1) Initiating unauthorized religious activities without 


2) Creating tes with different among 
Sekes thiglaes exes on alicia coobeie oe 


3) Apportioning or extorting belongings; 


4) Asking for belongings or accepting allowances from 
religious organizations or individuals outsid of Liaoning; 


5) Duplicating, selling or distributing religious publica- 
tions and other religious propaganda without the 
approval of sectors of the people’s government above the 
county level responsible for religious affairs. 


Article 25. Public security organizations shall punish 
those who violate the “Public Security t and 
Punishment Ordinances of the People’s Republic of 
China”; legal investigation and criminal responsibility 
for what Constitutes a crime is submitted to judicial 
organizations. 

Article 26. Parties concerned who plead not guilty to 
penal decisions may apply for administrative reconsid- 
eration according to “Ordinances for Administrative 
Reconsideration of Decisions.” 

Article 27. Responsibility for interpreting specific ques- 
tions regarding implementation of these stipulations 
shall be by sectors of the people’s government of Lia- 
oning province responsible for religious affairs. 


Article 28. These stipulations come into force upon the 
date of issue. 











Kuomintang General Criticizes President Li 


94CM0130A Hong Kong PAI HSING [THE PEOPLE] 
in Chinese No 33, 16 Dec 93 pp 52-55 


Article by Lu K’eng (7120 6972) “Hsu aes (6079 
980 6593) Opposed To Direct Election of t”) 


[Excerpts] [Passage omitted] 


This magazine’s correspondent availed himself of the 
opportunity that a visit to Taiwan afforded to observe 
the election contest there. Following arrangements made 
by an old friend, Ting Chung-chiang [0002 0022 3068}, 
he had a private interview with General Hsu Li-nung on 
27 November in which Taiwan events were fully 
explored, including some behind-the-scenes political 
activiti 


Question: Your announcement that you were leaving the 
Kuomintang to enter the New Party caused a stir both in 
Taiwan and abroad. I would like for you to talk about the 
thought process you used to make this decision. 


This year marks my fifty-fourth year in the Kuomintang. 
[passage omitted]. I was a follower of the director general 
(meaning Chiang Kai-shek) and of Chairman Chiang 
(meaning Chiang Ching-kuo). I took part in the War of 
Resistance to Japan, resistance to Russia, and these 
campaigns in Taiwan. In all the Kuomintang’s travails, I 
gave my all without rancor or regret. With such profound 
eclings, for me to leave all of a sudden was naturally a 
very painful decision. 


Why did I want to leave the Kuomintang? Because I 
could not subscribe to citizen direct elections or anony- 
mous entry into the United Nations. The recent proposal 
for two Chinas, in particular, was going too far. It ran 
counter to the precepts that the Kuomintang party 
president [Dr. Sun Yat-sen], the party director general 
[Chiang Kai-shek], and the party chairman, Mr. Chiang 
Ching-kuo always upheld. 


Talking about deterioration, he (meaning President Li 
Teng-hui) has virtually become a follower of the Demo- 
cratic Progressive Party. He implements the Democratic 
Progressive Party’s policies. All of his important deci- 
sions echo the Democratic Progressive Party. Take cit- 
izen direct elections. I am not opposed to them, but I am 
opposed to direct citizen elections at the present stage. If 
the president is elected by 20 million Taiwanese, is he 
the president of Taiwan or the president of the Republic 
of China? Furthermore, if the president is elected by an 
Opposition party that does not identify with the country, 
is he president of the Republic or China, or president of 
the Republic of China in Taiwan? If the president is 
elected by the Democratic Progressive Party, he becomes 
the president of the Republic of Taiwan. 


I had a talk with Mr. Li Teng-hui. Also present at the 
time was former Examination Yuan president, Huang 
Tsun-ch’iu, and two others. He said that “the reason 
some people are opposed to direct citizen elections is 
they fear that a candidate from a province other than 


Why did he ( Li Teng-hui) speak so bluntly? My 

is that he not be idiotic enough to really 

what he said. Since there were three other Tai- 

wanese t at the time, I assume he purposely stirred 

ce puuclglied tellin ox penmin teh eaeeliatn Wa mee 
political interests. 


Citizen direct elections is the Democratic Progressive 
Party's policy. I can speak with knowledge about this 
maiter. Li Yuan-ts’u, Chiang Yen-shih, and Sung Ch'u- 
yu did not know about it at the time. It was announced 
on Friday; as of W , no one knew about it. Early 
that day, a meeting was to study this problem. A 
the time I was a member of the Standing Committee. | 
went to the meeting a little early. Li, and several 
others were already there. In the car I on the radio 
that more and more high ranking people in the Central 
Committee were for direct citizen elections. After 
arriving at the meeting, I passed on to everyone what |! 
had heard on the radio. I asked, “What is the meaning of 
this? Chiang Yen-shih said, "I heard it too,“ but Li 
Yuan-ts’u expressed great surprise. This showed that this 


Question: What did you think about this? 


Answer: I felt it was the Democratic Progressive Party's 
idea. Mr. Lu, do you know that Chang Jung-fa has a 
fund? A national policy study center is under this fund. 
[passage omitted] The National Policy Center is run by 
Mr. T’ien Hung-mao [3944 1738 5399]. The National 
Policy Center puts out a bi-weekly magazine, which is 
the voice of Taiwan independence. 


People say that at first this idea (meaning direct citizen 
elections) was proposed by four people: Kao Ying-mao, 
T’ien Hung-mao, Ch’eng Chung-mo, and Huang Shih- 
ch’eng. Later on, someone gave me proof. I won’t men- 
tion this person’s name now. He said that he had dined 
with T’ien Hung-mao and Ch’eng Chung-mo, and that 
they said that committee member direct elections would 
be soon changed. 


Question: What other examples show that Mr. Li Teng- 
hui is carrying out the policy of the Democratic Progres- 
sive Party? 


Answer: Hsu Hsin-liang’s remarks serve as an example 
too. Once a media correspondent told Hsu Hsin-liang 
that the Democratic Progressive Party is in cahoots with 





Progressive Party wants to get into the United Nations, 
so Li Teng-hui tries to get into the United Nations. When 
it was in Hao’s cabinet, the Democratic Progressive 
Party wanted to enter the United Nations anonymously, 
but Hao Po-ts’un flatly refused. 


Answer: All right! I'll talk first about how things will end. 
He is now proposing “two China’s.” Next, he will talk 
about “one China and one Taiwan,” and then it will be 
the “Republic of Taiwan.” What am I so strongly 


answer was: Let us define the meaning of “ vo 
China.” As a Chinese on the soil of the Republic of 
China and in the Kuomintang headquarters, he still had 
doubts about “one China.” I connected these two things 
together. It made me realize that this had been going on 
for a long time; it positively was not sudden. 


Chiang Ping-k’un says he proposed a “two Chinas” on 
the basis of Ministry of Foreign Affairs materials, but 
Ch’ien Fu says he never saw them. Let me ask, just where 
did this “two China’s” come from? 


I personally feel that as a Chinese Kuomintang member, 
I should adhere to the precepts of the party president, the 
party director general, and Chairman Chiang. If every- 
thing you do today runs contrary to the abiding precepts, 
and I continue to remain inside echoing what others say 
and going along with the crowd, I am a traitor to the 
party and not upholding integrity in my later years. 


Today, some people say I am a traitor to the party. They 
say that I do not uphold integrity in my later years. 
Chang Hsiao-yen even criticized me saying “a loyal 
minister does not serve two sovereigns, and a chaste 
woman doés not serve two husbands.” I believe that the 
“sovereign” we are talking about today is not an emperor 
but a concept. If I have one point of view today for une 
master, and I adopt another point of view tomorrow if 
the master changes, only then does the issue of “serving 
two sovereigns” exist. It is because I want to maintain 
integrity in my late years that I have now left the 
Kuomintang. Chang Hsiao-yen’s mentioning of loyal 
ministers and chaste women is very ridiculous. 


TAFWAN 4 


Question: Please discuss what will be the consequences if 
the Taipei authorities abandon “one China.” One 
important reason why the Chinese Communists had a 
positive view of old Mr. Chiang was, as they said, “Mr. 
Chiang stood by one China. He displayed ethnic righ- 


time. Some people cannot avoid having this or that 
apprehension, but when they come to life or death, 
survival or demise of the Republic of China, they can 
still step forward bravely. 


Secondly, the Chinese Communists cannot sit by and 
look on at Taiwan independence. They have declared 
papi Ba ba ale psec ey ear Mag 
will go to war. In the Central Standing Committee, | 
analyzed this matter with Li Teng-hui. I asked if Taiwan 


instituting a blockade and what = ensue. Third is 


having money will flee. At the time, Li Teng-hui said that 
you are using the Chinese Communists to scare the 
Taiwan public. The newspaper has printed his remarks. 
But I absolutely was not scaring anybody. 


I told them solemnly that Taiwan independence should 
cause a serious catastrophe for Taiwan at once. 


They said that every year we draw up such a large 
national defense budget. We have three powerful mili- 
tary services. Why should we fear the Communists? | 
said I admit that our three services are strong, but if the 
Chinese armed forces invade can we wipe them all out? 
What will happen to Taiwan? In warfare nowadays—like 
in Kuwait, for example—when the American army went 
into Kuwait, it lost seven men. This kind of warfare is 
called “advance warfare,” but it employs airplanes, 
missiles, and all kinds of heavy weapons to disintegrate 
the enemy, including the enemy's government, economy, 
and especially his armed forces. When that happens, how 
many families will be broken up and scattered, how 
many fathers and mothers will lose their sons and 
daughters, and how many sons and daughters will lose 
their fathers and mothers. Or how many widows and 
orphans will be made? In other matters I may be a 
greenhorn, but I have been a military many for many 
years. At least I am no greenhorn about that. 
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Question: In view of present relations between both sides 
of the Strait, if you were in charge, what do you think 
would be the best course? 


Answer: Given the present circumstances, the best 
course is to adopt a positive attitude about promoting 
mainland reform, realizing free, democratic, and equally 
wealthy unification at the proper time. In advance of the 
Fourteenth Session, the Kuomintang Central 
Committee invited a number of scholars, and experts to 
discuss a political program draft with some members of 
the Central Committee. I presented two ideas at this 
meeting: One was to remove restrictions on non-political 
direct shipping. Today, large amounts of exports from 
Taiwan reach the mainland, but they are transshipped 
through a third location. This increases the waste of 
manpower, material, and financial resources. Second is 
to remove restrictions on mainland labor coming to 
Taiwan. Restrictions have been removed on foreign 
laborers, why not for our fellow countrymen? Mainland 
workers have the same language, customs and habits, so 
why persist in getting people who have a different 
language, customs, and habits, rejecting what is close at 
hand while going after what is far away? 


[passage omitted] 
‘Gap’ Seen Between KMTT, Intellectuals on 
Campuses 


94CM0129A Taipei HSIN HSIN WEN [THE 
JOURNALIST] in Chinese No 353, 18 Dec 93 p 62 


[Article by Chi Yen-ling (4764 1693 7117): “This Hun- 
a Year Old Shop is Still Selling Moldy Ancient 
Relics”} 


[Excerpts] [passage omitted] 


The university law is a “not very political” or even a 
“non political” law, but today when Taiwan society has 
long since entered the “‘post-martial law” period, the 
Kuomintang [KMT] continues to regard universities 
with a kind of political martial law point of view. The 
role of political indoctrinators and political parties on 
campuses not only has not been eliminated or reduced as 
the result of “post-martial law” structural changes; 
instead it has acquired greater legal standing and greater 
support than during the martial law era. Looked at with 
a “post-martial law” view, the product of martial law is 
old goods in old garb that are more martial than martial 
law. How can it be regarded as other than an ancient 
relic? Of course, the things that hundred year old shops 
sell are rich in “historical value.” 


At each election time, the KMT pulls out all stops to win 
over the public. It breaks its neck repaying the debts it 
owes; it goes all out to resolve grievances; and it writes all 
the checks that it has to write. From the chairman of the 
party to the candidates for office, everyone says nice 
things and thinks of all possible ways to coax and 
humbug the electorate into going to polling places to 
vote. But once the voting is over, the KMT reverts to its 
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old ways. It will not budge on areas it must guard, and it 
will not relent on time it wants to control. Old debts are 
repaid only to incur new ones, and old grievances are 
resolved only to be replaced by new ones. wider gap 
today between the KMT and the intellectuals on amend- 
ment of the university law is a classic example. 


The fact is that for several years prior to amendment of 
the university law, the percentage of “non-KMT” or 
“anti-KMT” people on college campuses, from profes- 
sors to students, has gradually increased. In recent years, 
in particular, in the aftermath of several large and small 
student demonstrations, the political position of many 
college students has tilted more and more toward the 
opposition party. Following graduation, college students 
who played the role of student movement leaders, either 
go into jobs helping opposition party candidates run for 
election, or become assistants to tion party legis- 
lators. An even larger number off to opposition 
party candidate headquarters to volunteer whenever an 
election occurs. In addition, each time those in charge of 
student groups have been re-elected in recent years, most 
have been elected from among opposition party stu- 
dents. This also makes clear the political atmosphere on 
college campuses today. 


Of course, college campuses still have very many profes- 
sors and students who are strongly loyal to the KMT, but 
with each student campaign, the number who are 
strongly loyal to the KMT declines somewhat. This is a 
plain fact. During the past several years, the KMT has 
“fostered” and “created” quite a few opposition party 
elite in colleges. The “March Student Campaign” of 
more than three years ago was such a case; the “100 
Actions League” of two years ago was such a case; and 
the present campaign to “rescue the university law” is 
naturally no exception. 


During the martial law period, whether political indoc- 
trinators and political parties should leave college cam- 
puses may have been a substantive issue, but today the 
issue of whether political indoctrinators and political 
parties should leave simply cannot generate any real 
effect on college students whose independence is 
increasing daily. No matter how ferocious political 
indoctrinators may be, the students can simply ignore 
them; and no matter how pervasive political parties, the 
students can make their own choice. Nevertheless, today 
the matter of political indoctrinators and political par- 
ties leaving or not leaving has become a symbolic issue. 
Leaving denotes an open frame of mind; not leaving 
denotes a conservative frame of mind. This is the main 
reason for the linking of hands by students and profes- 
sors in opposition to amendment of the university law. 


Superficially, the KMT has won in the university law 
amendment process, but ill will between the intellectuals 
and the KMT has deepened. This is the grievous price 
that the KMT must pay. The percentage of this genera- 
tion of college students to go over to the opposition party 
camp will consequently increase. This is the second price 
the KMT must pay. The university law amendment 
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pernonsn alee suiven She peti cuatize e000 gape te Wee 
of the hundred year old KMT shop. It attests once 
pean iat Che Sore Suaebe oatiiens Wat pentty Uae at 8 
is an old political party with a thoroughly conservati 

San Gene, one Oat te Tena’ “changing into 
new garb,” and “selling new goods” is nothing more than 
a deceptive slogan. This is an even greater price that the 
KMT must pay. The KMT obtained a university law, but 
it lost confidence and an image. Whether the KMT has 
gained or lost is clear. 


TIENHSIA Views Anti-Corruption Mechanism 


94CM0129B Taipei TIENHSIA [COMMONWEALTH] 
in Chinese No 10, 15 Nov 93 pp 102-104, 107 


Article by Chu Wan-ch’i (2612 1238 3825): “Surgery on 
in the Elimination of Corruption”) 


Excerpts] The “golden triangle” of existing “institutions 

the elimination of corruption” —investigative organs 
(including administrative style units), the procuratorial 
system, and the courts—have all accepted “elimination 
of corruption cases,” and “key points in work to elimi- 
nate corruption” as a result of the opposition party's 
clamor to get something done. The Supreme Procura- 
torate has set up a “Corruption Elimination Supervisory 
Team;” procuratorate offices in every jurisdiction have 
set up “corruption elimination enforcement teams;” and 
“clean government offices” are being studied. 


Does the advent of these new “teams” and “cases,” and 
even “offices,” in the “corruption elimination system” 
truly help eliminate corruption? Just what problems 
have arisen in this system? 


Institutionally speaking, the main reason for no effective 
action in the elimination of corruption is that in the 
overall corruption case adjudication process, the inves- 
tigation and judicial organs receive too much “political” 
interference.“ This makes it very difficult for them to 
handle matters independently according to law. 


[passage omitted] Thus, even though investigative 
organs make a great effort to gather evidence, they lack 
the authority to decide whether a case is forwarded to the 
local procuratorial office. Although the Investigation 
Bureau is under the Ministry of Justice, “daddy is the 
Ministry of Justice and mommy is the National Security 
Bureau,” a senior investigator said. “Big cases,” in 
particular, must be presented to an “advisory unit” — 

National Security Bureau—which considers “what effect 
the handling of a big case will have on social stability” 
before deciding whether or not to forward it to a procu- 
ratorial office. The National Security Bureau is, in turn, 
subject to the president's direction. Some “big cases” 
about which there has been speculation in the media, 
such as the “Eighteen Bids,” are seemingly quiescent 
now. Should these “big cases” be tried? “Whether they 
are tried depends on the decision of higher authority. 
They are not forwarded for prosecution on the basis of 
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evidence obtained,” said an investigator. “Whether a big 
case is tried depends on the "determination of higher 
—_" 


After cases are “filtered” by the Investigation Bureau, 
they are forwarded to the local procuratorate where they 
face another “filtering.” This is because, even if the 
procuratorial officer in charge feels evidence is sufficient 
to prosecute, in practice, the principal procuratorial 
officer and the procurator “jointly consider” the case, 
and it is “considered level by level” before a final 
decision is made. Some years ago when Kao Hsin-wu 
was a low level procuratorial officer, once he determined 
that the evidence was sufficient, Wu T’ien-hui, who was 
director of the Judicial Conduct and Discipline Depart- 
ment, was immediately detained and prosecuted in a 
bribery case without notification to higher authority. For 
this Kao incurred criticism for not respecting judicial 
ethics, aruption” as a result of the opposition party's 
clamor to get something done. The Supreme Procura- 
torate has set up a "Co ion Elimination i 
Team; procuratorate o in every jurisdiction have 
set up "corruption elimination enforcement teams;“ and 
"clean government offices’ are being studied. 


Does the advent of these new “teams” and “cases,” and 
even “offices,” in the “corruption elimination system” 
truly help eliminate corruption? Just what problems 
have arisen in this system? 


Institutionally speaking, the main reason for no effective 
action in the elimination of corruption is that in the 
overall corruption case adjudication process, the inves- 
tigation and judicial organs receive too much “political” 
interference.‘ This makes it very difficult for them to 
handle matters independently according to law. 


[passage omitted] Thus, even though investigative organs 
make a great effort to gather evidence, they lack the 
authority to decide whether a case is forwarded to the local 
procuratorial office. Although the Investigation Bureau is 
under the Ministry of Justice, “daddy is the Ministry of 
Justice and mommy is the National Security Bureau,” a 
senior investigator said. “Big cases,” in particular, must be 
presented to an “advisory unit”—the National Security 
Bureau—which considers “what effect the handling of a 
big case will have on social stability” before deciding 
whether or not to forward it to a procuratorial office. The 
National Security Bureau is, in turn, subject to the presi- 
dent’s direction. Some “big cases” about which there has 
been speculation in the media, such as the “Eighteen 
Bids,” are seemingly quiescent now. Should these “big 
cases” be tried? “Whether they are tried depends on the 
decision of higher authority. They are not forwarded for 
prosecution on the basis of evidence obtained,” said an 
investigator. ‘Whether a big case is tried depends on the 
"determination of higher ups.“ 


After cases are “‘filtered” by the Investigation Bureau, 
they are forwarded to the local procuratorate where they 
face another “filtering.” This is because, even if the 
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procuratorial officer in charge feels evidence is sufficient . 


to prosecute, in practice, the principal procuratorial 
officer and the procurator “jointly consider” the case, 
and it is “considered level by level” before a final 
decision is made. Some years ago when Kao Hsin-wu 
was a low level procuratorial officer, once he determined 
that the evidence was sufficient, Wu T’ien-hui, who was 
director of the Judicial Conduct and Discipline Depart- 
ment, was immediately detained and prosecuted in a 
bribery case without notification to higher authority. For 
this Kao incurred criticism for not respecting judicial 
ethics, and for failure to observe procedures for handling 
cases. Had Kao Hsin-wu abided by normal procedures 
for presenting the case, Wu T’ien-hui might not have 
been prosecuted for bribery. 


Taiwan’s procuratorial institutions are not a of the 
courts, but are subordinate to the Ministry of Justice in 
the administrative system. Procurators are judicial 
administrative officers who must consider policies. 


The declared policy of the government is to punish 
corruption severely. It was on the basis of the “corrup- 
tion elimination program” that the Supreme Procura- 
torate set up the “Corruption Elimination Supervisory 
Team,” the public procurator-general convening these 
teams, which are made up of the head of the Investiga- 
tion Bureau, the head of the procurator’s office, «ud the 
administrative discipline office director. All local proc- 
uratorial offices set up “corruption elimination execu- 
tion teams” for which the procurator is the convener and 
the members include the procuratorial officer in charge, 
the Investigation Department (Station) chief, and the 
administrative discipline office director in the procura- 
torial organ. The execution teams hold a meeting once 
each month. At the end of each month, they must 
tabulate cases and report their adjudication to the 
“supervisory team.” 


In reality, the holding of such team meetings only 
provides the procuratorial organs a chance to exchange 
views. They do not discuss individual cases. “Today it is 
still a matter of general discussion about how to proceed. 
It is idle theorizing, not using the time to deal with 
cases,” a procuratorial officer in charge said indiffer- 
ently. 


Since these “‘teams”’ function in such a limited way, what 
would happen were a “Clean Government Office” set up 
to deal with corruption? “To have a system like the one 
in Singapore or Hong Kong, the first problem is to 
amend the law. Only if it is geared to the law can a clean 
government office play a role. Given the Legislative 
Yuan’s present efficiency and attitude about handling its 
agenda, with too many laws awaiting formulation and 
amendment, I think this is a very difficult problem,” said 
a deputy magistrate pessimistically. ‘“‘ What units to set 
up is a secondary consideration. The most important 
issue is the determination and coordination of law 
enforcement personnel,” said a procuratorate officer in 


JPRS-CAR-94-017 
17 March 1994 


charge who has handled cases for more than a decade, 
thereby expressing the same view. 


Even if the determination exists, there are two few 
judicial personnel. When it comes to the elimination of 
cooperation, it is a case of the spirit is willing but the 
flesh is weak for judicial personnel. 

Today, every procuratorial office and court has a “des- 
ignated” procurator and justice in charge of corruption 
cases. In the view of the procurator general and the Chief 
Justice, a trait they hold in common is unquestionable 
personal integrity. They have enthusiasm for their work 


term “designated”, they must handle other cases as well. 


Take the greater Taipei area, for example. Each month, 
the local procurator must handle between 140 and 160 
cases. On average, he must handle six cases every work 
day. At the end of each month, he is under pressure to 
conclude cases, in addition to which corruption case 
investigations take time. The designated procurators 
who are able to “take the initiative, and actively” inves- 
tigate evidence are few and far between. The difficulty is 
that the job “is impossible to do, but has to be done.” 
One procurator said with some agitation, “the number of 
judicial officials on record is extremely limited, so proc- 
urators want the Investigation Department to help out. 
The number of Procuratorate personnel is decreasing 
rather than increasing. There are just too few hands...” 
Every month and every year the number of criminal 
cases mounts, but the number of procurators and justices 
on record do not rise in proportion to the number of 
cases. In addition, the manpower that the Investigation 
Department and transferred lawyers cai devote to is 
consequently insufficient. All the courts and procura- 
torate offices agree. People have known this for a long 
time. This problem has lingered without sclution for 
many years. It is a perpetual thorn in the side of the 
judicial system. 

In addition to an insufficient number cf judicial per- 
sonnel, the system for selecting justices is also currently 
unable to ensure the quality of legal personnel. Law 
officers are generated by an examination system. If they 
are not versed in the law, even the law cannot pass them, 
much less can it produce officers having moral character. 
Examination Yuan member Ti Tsung-ch’uan believes 
that testing of justices should emulate the United States 
system, increasing moral character checks, and that a 
system for eliminating justices should also be instituted. 


Second, the provisions of the law are not clear and 
punishments are not uniform. This also permits grafters 
to suppose they can get away with violations. They are 
willing to test the law. Current provisions for the pun- 
ishment of corruption include the criminal law’s derelic- 
tion of duty articles and a special law’s “corruption 
punishment regulations.” If other laws contained 


heavier penalty provisions, in view of the principle that 
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